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ORDERS OF REFERENCE 


House or CoMMONS, 
Frinay, February 3, 1933. 


Resolved,—That the following members do compose the Select Standing 
Committee on Banking and Commerce: Messieurs Arthurs, Baker,. Beynon, 
othwell, Bowman, Campbell, Casgrain, Chaplin, Donnelly, Dorion, Ernst, 
uler, Fafard, Gagnon, Ganong, Geary, Hackett, Hanson ( York-Sunbury), 
arris, Hepburn, Howard, Hurtubise, Irvine, Jacobs, Lapointe, Laurin, Lawson, 
fackenzie (Vancouver Centre), MacMillan (Saskatoon), McGibbon, McPhee, 
atthews, Mercier (St. Henri), Peck, Perley (Qu’Appelle), Pettit, Power, 
alston, Raymond, Rhodes, Robinson, Sanderson, Smoke, Spencer, Stanley, 
vens, Sullivan, Vallance, White (Mount Royal), Willis, 50. 


(Quorum 15) 


ARTHUR BEAUCHESNE, 
Clerk of the House. 


Fripay, February 3, 1933. 


__ Ordered,—That the Select Standing Committee on Banking and Commerce 
‘be empowered to examine and inquire into all such matters and things as may 
referred to them from time to time by the House; and to report from time 
ime their observations and opinions thereon, with power to send for persons, 
ers and records. 


Attest. 
. ARTHUR BEAUCHESNE, 


Clerk of the House. 


Monpay, February 6, 1933. 

Ordered,—That the following proposed Resolution be referred to the said 
mmittee:— 
Whereas the question of public and private indebtedness has become one 
e greatest and most perplexing problems, enhanced during the past years 
e extremely low price level of all primary commodities, through which this 
tedness must be in large part met, and the effect of which has been to 
le and treble the actual burden of these liabilities; and 
Whereas this fact has been recognized in respect of certain international 
ligations, and has become a practical issue in respect of the public obligations 
Pmany countries; and == 
Whereas no such recognition has as yet been given to the heavy private - 
dness within this country, although these, together with the high interest 
s which prevail, constitute just as heavy and impossible a burden to the 
a ee as do national and international obligations to the countries con- 
ned, an : 


iv SELECT STANDING COMMITTEE — 


Whereas this situation is one of the greatest factors in the prem econom S 
depression, and is one of the greatest barriers to the financial recovery o1 
agriculture and industry, and as such, deserves and commands the immedi 
attention of this Parliament; 

Therefore be it resolved: That, in the opinion of this House, the Governm 
should give serious and immediate attention to the question of debts and intere 
rates within this country, and the possibility of their reduction, either by w 
of direct action, or by the submission of the entire problem to the Select Stand 
ing Committee on Banking and Commerce, in order that the subject fe b 
fully enquired into, and, if possible, some solution found. 


Attest. 
ARTHUR BEAUCHESNE, 


Clerk of the House. 


Turspay, February 14, 1933 


Ordered,—That the following Bill be referred to the said Committee:— 


Bill No. 23, An Act respecting the Saint Nicholas Mutual Benefit Associat 
and to change its name to “ Ukrainian Mutual Benefit Association of Sa 
Nicholas of Canada.” 


Attest. 
ARTHUR BEAUCHESNE, 


Clerk of the H ouse. 


Wennespay, February 15, 1933. : 


Ordered,—That the name of Mr. oe be substituted for the name o 
Mr. Peck on the said Committee. 
That the name of Mr. Coote be eube ented for the name of Mr. Campbel 
on the said Committee. ; 


Attest. 
ARTHUR BEAUCHESNE, 


Clerk of the House. - : 


Monpay, February 20, 1938. 


Ordered: That the following Bill be referred to the said Committee:— — 
Bill No. 17, An Act to incorporate Canadian Railway Employees Mutua 
Benefit Association. af 


Attest. 3 — 
ARTHUR BEAUCHESNE, 
Clerk of the House. 
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Turspay, February 21, 1933. 


4 ee That the following Bill be referred to the said Committee:— 
Bill No. 29, An Act to amend and consolidate the several Acts relating to 
he Board of Trade of the City of Toronto. 


Attest. 
ARTHUR BEAUCHESNE, 


Clerk of the House. 


TuEspAY, March 7, 1933. 


_ Ordered: That the name of Mr. Speakman be substituted for that of Mr. 
Soote on the said Committee. 


Attest. 
ARTHUR BEAUCHESNE, 


Clerk of the House. 


REPORTS TO THE HOUSE 


Hovuse oF COMMONS, 
WepnespayY, February 22, 1933. 


The Select Standing Committee on Banking and Commerce begs leave to 
sent the following as a 
: ERS REPORT: 


Your Committee has duly considered Bill No. 23, “An Act respecting the 
aint Nicholas Mutual Benefit Association and to change the name to ‘Ukrainian 
futual Benefit Association of Saint Nicholas of Canada’” and beg leave to 
ort that, for the purpose of more accurately defining the objects of the peti- 
rs, your Committee has made certain changes in the preamble of the said 
otherwise, the Bill is reported with amendments. 


Your Committee recommends that in respect to said Bill No. 23, the fees 
harges paid thereon, under Standing Order 93, less the cost of printing and 
nslation, be refunded. 


ll of which is respectfully submitted. 
R. C. MATTHEWS, 
Chairman. 


r concurrence: See Votes and pe ings, eueday, February 22, 1933, 
246, 


vi s SELECT STANDING COMMITTEE 


HovusE or Commons, 
Tusspay, February 28, 1933. 


The Select Standing Committee on Banking and Commerce begs leay 


present the following as a 
SECOND REPORT. 


Your Committee has duly considered Bill No. 17, An Act to incorporg 
Canadian Railway Employees Mutual Benefit Association and has agreed 1 
report the said Bill without amendment. 


All of which is respectfully submitted. 


R. C. MATTHEWS, 
Chairman. — 


House oF CoMMons, 
Tuespay, March 7, 1933. 


The Select Standing Committee on Banking and Commerce begs leave t ) 
present the following as a ee 
THIRD REPORT. 


Your Committee has duly considered Bill No. 29, An Act to aie ae an 


consolidate the several Acts relating to the Board of Trade of the Oe ( 
Toronto and has agreed to report the said Bill with amendments. pe 


All of which is respectfully submitted. 


R. C. MATTHEWS, 
C hairman. 


House oF COMMONS, oe 
Tusspay, March 14, 1933. 


The Select Standing Committee on Banking and Commerce begs leave 1 
present the following as a 
: FOURTH REPORT. 


Your Committee recommends that it be granted leave to have printed, fc 
the use of the Members of the Committee and of Parliament, 500 copies in tk 
English language and 200 copies in the French language of the proceedings « 
the Committee and of the evidence to be taken before the Committee and « 
papers and records to be incorporated with such evidence; and. that Standin 
Order 64 be suspended in relation thereto. 

Your Committee further recommends that it be granted leave to sit whi 
the House is sitting. 


All of which is respectfully submitted. 
R. C. MATTHEWS, 
Chairman. 


For concurrence: See Votes and Proceedings, Tuesday, March 14, at p. 306. 


MINUTES OF PROCEEDINGS 


House or Commons, 
Turspay, February 22, 1933. 


= The Select Standing Committee on Banking and Commerce met this day 
= at 10.30 a.m. 


Members present: Messieurs Arthurs, Bowman, Coote, Dorion, Euler, 
Gagnon, Ganong, Hackett, Hanson (York-Sunbury), Harris, Hurtubise, Irvine, 
Lawson, Matthews, McGibbon, Morand, Pettit, Ralston, Robinson, Spencer, 
Stanley, Sullivan, 22. 


Mr.-R. C. Matthews, Chairman, presiding. 
The Clerk of the Committee read the Orders of Reference. 


(The Committee considered Bill No. 23, An Act respecting the Saint 
Nicholas Mutual Benefit Association). 


The Committee then proceeded to consider the following Resolution, referred 
to it by the House on February 6, 1933:— 


Proposed Resolution: Whereas; the question of public and private 
indebtedness has become one of our greatest and most perplexing 
problems, enhanced during the past years by the extremely low price 
level of all primary commodities, through which this indebtedness must 
be in large part met, and the effect of which has been to double and 
treble the actual burden of these liabilities; and, 

Whereas; this fact has been recognized in respect of certain inter- 
national obligations, and has become a practical issue in respect of the 
public obligations of many countries; and, 

Whereas; no such recognition has as yet been given to the heavy 
private indebtedness within this country, although these, together with 
the high interest rates which prevail, constitute just as heavy and 
impossible a burden to the individual, as do national and international 
obligations to the countries concerned; and, 

Whereas; this situation is one of the greatest factors in the present 
economic depression, and is one of the greatest barriers to the financial 
recovery of agriculture and industry, and as such, deserves and commands 
the immediate attention of this parliament; 

Therefore be it Resolved,—That. in the opinion of this House, the 
Government should give serious and immediate attention to the question 
of debts and interest rates within this country, and the possibility of their 
reduction, either by way of direct action, or by the submission of the 
entire problem to the Select Standing Committee on Banking and Com- 
merce, in order that the subject may be fully enquired into, and if 
possible, some solution found.—-Mr. Speakman. 


On motion of Mr. Hanson: 

; Ordered: That a sub-committee composed of the Chairman, Mr. Euler 
and Mr. Coote be appointed to draw up a list of witnesses and the agenda for 
future meetings of the Committee at which the above resolution will be under 

consideration. 

vii 


SERRE hs ay ee a sare 
Vili SELECT STANDING COMMITTEE 


The Chairman had read out the instructions of the Committee of Internal 
Economy on the reporting, by the official Committee Reporters, of matters 
other than evidence, viz: 

The members of the staff of official stenographers to committees 
of the House are hereby instructed that their duties are limited to the 
reporting of evidence given before such committees. Beyond the mere 


noting of objections raised and the chairman’s ruling thereon, which — 


is necessary to render the record intelligible, discussions in committee 
are not to be taken down in shorthand and transcribed. 
It was decided to adhere as closely as possible to the above instructions. 


Mr. Speakman, by permission of the Committee, was heard on the Resolu- 
tion. He summed up, under ten headings, the various sources from which, in 
his opinion, material germane to this inquiry might be gathered. (A memoran- 
dum setting out these headings is printed herewith as Appendix “A”). 


The Committee adjourned to meet at the call of the Chair. 


TT. Le MehyG Ye 
Clerk of the Committee. 


Housr or ComMons, 
Tugspay, February 28, 1933." 


The Select Standing Committee on Banking and Commerce met this day 
at 11 a.m. 


Members present: Messieurs Baker, Casgrain, Coote, Dorion, Ernst, Fafard, 
Hackett, Hurtubise, Irvine, Lapointe, Lawson, Mackenzie (Vancouver Centre), 
Matthews, McGibbon, Mercier (St. Henri), Morand, Perley (Qu’Appelle), 
Pettit, Sanderson, Smoke, Spencer, Stanley, 22. 


(The Committee considered Bill No. 17, An Act to incorporate Canadian 
Railway Employees Mutual Benefit Association). 


The Committee then proceeded to consider the Resolution proposed by Mr. 
Speakman. 


Dr. R. H. Coats, F.8.8., Dominion Statistician, addressed the Committee. 
He spoke of the difficulties involved in gathering most of the information 
required under the headings set out in Appendix “A.” He also pointed out 
the impossibility of assembling some of the desired data. 

Ordered: That Dr. Coats prepare, for the use of the Committee, a 
memorandum setting out the main points of his submission. 


(That memorandum has been prepared and is printed herewith as Appen- 
cae.) 
On motion of Mr. Morand: 


Resolved: That the following sub-committee be appointed: Messieurs 
Ernst, Bothwell, Bowman, Lawson and Power; for the purpose of discussing 
with the Law Officers of the Crown the constitutional issues, if any, involved 
in the Resolution and to report to this Committee. 


The Committee adjourned until Tuesday, March 7, at 11 am. 


T. L. McEVOY, 
Clerk of the Committee. 
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House or Commons, 
Turspay, March 7, 1933. 


: The Select Standing Committee on Banking and Commerce met this day 
at 11 a.m. 


Members present: Messieurs Arthurs, Baker, Bothwell, Coote, Donnelly, 

Dorion, Gagnon, Ganong, Geary, Hackett, Hanson (York-Sunbury), Howard, 
- Hurtubise, Irvine, Lawson, MacMillan (Saskatoon), Matthews, McGibbon, 
Mercier (St. Henri), Morand, Perley (Qu’Appelle), Pettit, Power, Rhodes, 
Sanderson, Smoke, Spencer, Stanley, Stevens, Vallance —30. 


_ (The Committee took under consideration Bill No. 29, An Act to amend 
and consolidate the various Acts relating to the Board of Trade of the City of 
Toronto.) 


The Committee then proceeded to consider the proposed resolution of Mr. 
Speakman. 


Mr. Lawson, for the subcommittee to which was referred the drafting of 
questions covering the constitutional matters involved in the resolution, reported 
as follows:— 


Your Committee has considered the remit and recommends to the Com- 
mittee that the following questions be submitted to the Deputy Minister of 
Justice and the Deputy Minister of Finance. 

It is also suggested that these questions be submitted, through the proper 
channels, to the Attorneys-General of the various provinces, so that the whole 
= eld of jurisdiction, envisaged by the questions, may be covered by the replies 
to these questions :— 


Questions re jurisdiction. 

: Formulated by subcommittee of Select Standing Committee on Banking 
and Commerce for submission to:— 

1. Deputy Minister of Justice; 

2. Deputy Minister of Finance; 

3. Attorneys-General of the various provinces. 


_ 1. Has the Dominion Parliament the power to fix a maximum rate of interest 
which may be charged on loans, et cetera, granted by corporations created 
by Dominion statute or letters patent where such corporations were 


(a) previously incorporated; 
(b) to be incorporated? 


. Has the Dominion Parliament any power to prescribe the maximum rate of 
interest chargeable on loans generally made by 


(a) persons; 
(b) corporations 
created by statute or letters patent other than Dominion? 


3. Has the Dominion Parliament the power 

a) to fx: 

(b) to alter 

_ rates of interest in respect of bills of exchange and promissory notes? 


ce ENT diese: PEER 
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4. (a) Has the Dominion Parliament power to enforce reduction of principal — 


of debt in respect of loans made 


i. by corporations incorporated under jurisdiction of the Dominion _ 


Parliament; 
ii. by corporations incorporated under other jurisdictions; 
ii. by individuals; 


(b) If necessary for the determination of the above questions, is any 


differentiation to be made between loans 


1, secured upon real property; 
il, secured upon personal property; 
il. without security? 


On motion of Mr. Lawson, seconded by Mr. Spencer:— 


Resolved, That report of subcommittee be adopted and that recommendations — 


contained therein be concurred in. 


Discussion followed on the modus operandi of the Committee in respect to 
the calling of witnesses. 


Mr. Speakman, by permission of the Committee, observed that he was a 


keeping in close touch with the Chairman, with the work done by the various 
subcommittees. He had interviewed the Dominion Statistician, Dr. R. H. Coats, 
the Minister of Trade and Commerce, and was satisfied, in view of the immensity 
of the field covered by the resolution, that the matter thereof was being dealt 
with expeditiously. 2 


The Committee adjourned to meet at the call of the Chair. 


T. L.- McEVOY. 
Clerk of the Committee. 


Turspay, March 14, 1933. 


The Select Standing Committee on Banking and Commerce met this day 
at 11 a.m. 


Members present: Messieurs Baker, Bothwell, Bowman, Casgrain, Donnelly, 
Dorion, Ernst, Euler, Gagnon, Ganong, Geary, Hackett, Harris, Hurtubise, 
Irvine, Lawson, Mackenzie (Vancouver Centre), MacMillan (Saskatoon) 
Matthews, McGibbon, McPhee, Morand, Pettit, Power, Raymond, Robinson, 
Sanderson, Smoke, Speakman, Spencer, Stanley, White (Mount Royal) —31. 


Mr. R. C. Matthews, Chairman, presiding. 


The Chairman read a letter received from W. Stuart Edwards, Esq., K.C., 
Deputy Minister of Justice, intimating that Mr. F. P. Warcoe, Senior Advisory 
Counsel of the Department of Justice, will attend upon the Committee, at any 
time the Committee may fix, in substitution for the Deputy Minister. 
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On motion of Mr. Raymond:— 


Ordered, That the Committee report to the House recommending that leave 
be granted to have printed, for the use of the members of the Committee and 
of Parliament, 500 copies in the English language and 200 copies in the French 
language of the proceedings of the Committee and of the evidence to be taken 
before the Committee and of papers and records to be incorporated with such 
evidence; and that Standing Order 64, in relation thereto, be suspended. 


On motion of Mr. Spencer:— 


Ordered, That the Committee report to the House recommending that it 
be granted leave to sit while the House is sitting. 


The Committee then proceeded to consider the proposed resolution. 


Dr. R. H. Coats, F.S.S., Dominion Statistician, was called, sworn and 
examined, 


There was distributed a memorandum, prepared by the Dominion Bureau 
of Statistics, for the use of the members of the Committee, intituled “The 
Public Debt of Canada, Dominion, Provincial & Municipal, in 1932.” (Printed 
herewith as Appendix ‘“C”.) 


Discussion followed. 
The Committee adjourned to meet on Thursday, March 16, at 11 a.m. 


T. L. McEVOY, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


The Select Standing Committee on Banking and Commerce met at 11 


o'clock, a.m., Mr. R. C. Matthews presiding. 


The CHamman: At the last meeting, at which Dr. Coats was present, we 
asked him to prepare a memorandum covering questions raised by Mr. Speak- 
man’s resolution. Dr. Coats has prepared such a memorandum, and it will be 
distributed to the members of the committee. After the memorandum is 
distributed, Dr. Coats will proceed to discuss the public debt of Canada, on 


which he has prepared complete details. 


Dr. R. H. Coats, called and sworn. 


Mr. Chairman and gentlemen, in pursuance of your instructions to me at 
your last meeting, I have drawn up this memorandum, covering very much 
the same ground that was covered at our previous meeting. I do not know that 
I can add, in any way, to this memorandum on the particular point of view 
that was given to me to deal with. Perhaps if the members could look it over 
and ask me any question pertaining to any particular point, it would be the 
best way to proceed. I do not think it is necessary for me to read it. 

The CuamrMan: Are there any questions on this memorandum before we 
proceed? 

By Mr. Bothwell: 


Q. I should like to ask a question in connection with appendix one. In 
appendix one I find the following statement: “gross direct liabilities of provinces, 
fiscal years ended in 1932, $1,363,382,464.” Have you, Dr. Coats, any record 
of the net liability of the provinces?—A. Might I suggest that that appendix is 
really not germane to this particular memorandum, which is a memorandum 
dealing with the general field to be investigated. That appendix is repeated 
in the memorandum on the public debt of Canada, which I propose to submit 
on question one. If you will look on page one of the memorandum, you will 
find the first question asked is this; “‘Amount of debt, under various classifica- 
tions, public and private, and the total of the whole.” I have a statement of the 
public debt of Canada which is, of course, much more complete than this 
particular appendix, which was more or less thrown in by way of illustration. 


By Hon. Mr. Euler: 


Q. Dr. Coats, in appendix one, do you include the whole of the debt on 
account of the Canadian National Railways?—A. Again, we are coming to 
that in a moment, Mr. Euler; but it has been, yes. Gentlemen, the Chairman 
suggests I might explain again exactly what this memorandum is. At the last 
meeting, or the first meeting, of the committee at which I was asked to attend, 
some ten questions were submitted, and I was asked to state as distinctly as 
possible just what data were available under each of those ten headings, or 
were not available, and what was involved in making them available. I dealt 
with them conversationally with the committee before, and I was then asked to 
reduce them to draft form, which I did, and which form is represented in this 
memorandum (Appendix B). Tt is largely a memorandum of sources of 
material, and the possible procedure towards enlarging those sources. 
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Mr. Moranp: Are we going to deal with No. 1 first, and then go on without 
questioning at this time? Why not go on with No, 1, and by that time we might 
have questions to ask on No. 2 and No. 3 as we come to them. 

The CHaAmMAN: I am prepared to go on with No. 1 as soon as the 
committee has satisfied itself in regard to the questions on this memorandum. 
Gentlemen, we shall proceed with the memorandum on the public debt of 


Canada in 1932. This memorandum (Appendix “C’’) has been prepared by the 


Bureau of Statistics under Dr. Coats. It is a piece of work that has been well 
done; it gives in detail a great amount of information, and I am now going to 
have it distributed to the committee, and Dr. Coats will then proceed to read 
his memorandum and explain as he proceeds. After that, the committee will 
have an opportunity to ask questions of Dr. Coats. 


The CHAIRMAN: Has everyone a copy? All right, Doctor Coats, you may — 


proceed. 

Doctor Coats: Gentlemen, I do not think this memorandum requires a 
statement from me, or can be added to very materially, as it is essentially a 
statement of detail. It is simply an assembly of the main figures of the public 
debt of Canada, dominion, provincial and municipal. You will find the sum- 


mary set out in Table “1” on page 3. It shows the grand total, an amount — 


something like six and a half billion. That is followed first by three state- 
ments covering dominion finance, the first of these three being the balance 


sheet of the Dominion, and the second being a statement of the funded debt — 


of the Dominion, and the third being the guaranteed debt, showing country in 
which the principal and interest are payable. That is followed by a statement 


of the provincial debt, by items, on page 9, and with explanatory notes on pages — e: 


10 and 11; and, finally, a summary of the outstanding debt of the municipalities 
throughout Canada. I do not think that there is any explanation needed, in 
so far as I know, in addition to the two or three pages of opening comment, 
and the notes that are appended to the several tables. The birds-eye view, 
as I said, is given on page three. 

Hon. Mr. Evirer: May I make a suggestion, Mr. Chairman. I would 
suggest that we proceed here, much as we would with a bill, taking it up clause 
by clause, and as these are read—perhaps you don’t want to read each one 
completely—the members probably would feel disposed to ask questions on 
which Doctor Coats would give information. 


The CuatrMan: Doctor Coats is making some preliminary remarks, but 
that is his intention, to proceed just in the way you mentioned. 


Doctor Coats: The table, I should say you would start with in that case, 
would be Table “27”. 


The Cuatrman: Doctor Coats, I would suggest you read the opening 
paragraphs. 
Doctor Coats: Very well. I shall read, then, the introductory remarks:— 


Statistics of the aggregate public debt of Canada, its provinces and 
municipalities are given in as complete form as possible for the latest 
available date in the following tables. Certain explanations regarding 
these tables are therefore in order. : 

Net Debt of Canada: The first item in the summary Table “1” is 
the net debt of Canada, which is the gross debt of Canada less the 
active assets which are largely either cash assets or are advances to 
parliament that are shown in the Public Accounts of those provinces as 
abilities and therefore are properly charged against the gross debt of 
the Dominion to arrive at the net debt. Further details indicating how 
the net debt is arrived at are given in the balance sheet of Canada as 
at March 31, 1932, reproduced at Table “2”. 


That is the significance of Table “2”. 
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Mr. Wuire (Mount Royal): Mr. Chairman, may I ask Doctor Coats a 
question to clear up a doubt that has been in my mind for a very long time. 
The debt of the Canadian National Railway is a debt of the Dominion of 
Canada, whatever name you may choose to call it. Now, in this statement on 
Page 3, the net debt of Canada is set forth as $2,375,000,000. Then you come 
to the guaranteed debt, which, including the euarantee of interest only, amounts 
roughly to $1,000,000 000, making a total of. $3,375,000,000, as the debt of the 
~Dominion, direct and indirect, through our guarantees. What I desire to learn 
is this: Does that figure of $3,375,000,000 ‘include the total debt of Canada, 
including its whole liability on account of the Canadian National Railways? 

Dr. Coats: I will ask Dr. Cudmore, who has prepared this statement, 
to answer. 


__. Dr. Cupmore: In making this statement, we proceeded on the—we took 
‘ the figures as given by the Finance Department in the Public Accounts. I 
believe there are some bonds of the Canadian National Railways, or its con- 
stituent companies, which are not technically guaranteed by the government 
- of Canada. 

__ Mr. Wuire: But they are a liability on Canada. 

~~ Mr. Hackett: Indirectly, only. 


Mr. Wuire: Everything in connection with the railway is liability on 
- Canada. 

‘Mr. Hackett: Not directly, contractually only. 

Mr. Harris: They are mortgaged. 

Mr. Wuire: It is a liability. 
os Mr. Moranp: Sure it is a liability on the railway and we hold the second 
mortgage. 
is Mr. Wuite: If, for instance, you turn to the annual report of the Canadian 
National Railway, you will find ‘the liability of that described; so many bonds 
in the hands of the public, such and such an amount owing to the Dominion of 
Canada. Now, that amount owing to the Dominion of Canada appears again 
- in the debt of the Dominion, because it represents expenditures made upon rail- 
ways from confederation down, beginning with the Intercolonial. All the moneys 
paid out directly by the Dominion of Canada will appear in the public debt of 
the country, but you get a large portion of that amount again in the annual 
_ report of the Canadian National Railways, and my belief is that an amount— 

- it may be a billion dollars, somewhere in that neighbourhood—appears twice; 

first of all, in the statement of the Dominion debt, and then in the statement of 
- debt of the Canadian National Railways. That amount should be eliminated 
from one or other of those accounts, when you seek to ascertain the real debt 
of the Dominion of Canada, including that arising from the railway. 


Dr. CupMoreE: If you look at Appendix “C”’, Table “2” on page 4, gentle- 
men, you will see that there is a large amount of non-active assets of the Domin- 
ion, railway accounts (old), railway accounts (loans non-active). Now, that 
is taken care of; you may remember in the public accounts before 1920, all 
those old railway investments—an investment, for example in the Intercolonial 
* was charged off against the gross debt in an endeavour to arrive at the net debt. 
Sir Henry Drayton, then Minister of Finance, changed that practice and no 
longer included the investment in the Intercolonial or the investment in canals. 


Mr. Wuirte: As an active asset? 
Dr. CupmorE: As an active asset. And since that, his procedure has been 
followed down to the present time. 

_ Mr, Hackett: That is not an answer, as I understood Mr. White’s ques- 
n. I understood him to ask if any portion ‘of the debt of the Canadian National 
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Railways, which is guaranteed by the Dominion paver is included - in th 

statement of debt of the government. : 
re COATS: Yes: 

Mr. Hackett: I think the answer is no, in the $2,375,000,000. 

Mr. Lawson: I think the answer is yes, so far as direct guarantees 
concerned. 

Mr. Sanperson: Let us have a real answer. 

Hon. Mr. Evter: Doctor Cudmore, is any part of the railway indebtedued 
of the National railway I mean, included in that first item, net debt of Canada, 
$2,375,000,000? Is that purely a federal account, having nothing to do wit ¥ 
the railw ays at all, Doctor Cudmore? I would like to know. 

Dr. CupMore: Subject to what I have already said, I would say no, th 
old railways’ account being transferred to non-active assets. 

Hon. Mr, Evier: Well, I am speaking of debts. Is that $2,375, 000,00¢ 
debt entirely on issues of federal bonds for federal purposes only, without hav- 
ing anything whatsoever to do with the National railways? 

Dr. CupMorE: Yes. 

An Hon. Memper: No. 

Mr. Hackett: Except that some of that may have been used to construc! 
railways. 

Dr. CupMorE: Yes, that is what I mean to say. : 

Hon. Mr. Ever: But it has been taken definitely into the oousalidate 
debt of Canada. : 

Dr. CupMorE: Yes. . 

Hon. Mr. Evuer: Not in the way of railway securities ‘at all. 

Dr, Cupmorr: No. a 

Mr. Geary: Advances to government*railways would be included in i 
because that is why the money was raised. 

Mr. Wuire: I think the case in a nutshell is this: the public accounts a 
the public debt of this country, the net public debt, to be $2,375,000,000. ae 
you turn to the report of the Canadian National Railway and you would fin 
that there are bonds in the hands of the public, not in the Dominion Treasury, — 
but in the hands of the public, to the extent of $1,000,000,000, approximate 
Now, what I want to ascertain is this, is the total liability of the Dominion gov 
ernment $2,375,000,000, as appears by the public accounts, plus $1,000,000,0 


of bonds of the railways i in the hands of the public? If so, then we know wher 
we are, as to our public debt. 


Mr. Bowman: Is it not a fact— 
The CHAIRMAN: Order. Let us get an answer from Doctor Cudmore. 


Dr. CupmorE: The figures, as we have them here, are figures of the Fina 
Department. I have always thought it rather unfortunate that the—I th 
these have to be taken as final. 

Mr. Harris: Exclusive of the amount of the railway. 


Mr. Grary: With regard to the question asked by Mr. White, turning af 
page 4, liabilities are in the list amounting to $2,831,000,000. Amonest those 1 
$2,502, 000, 000 of funded debt. Those are all the bonds, so called, of th 
Dominion that are outstanding; is that true? % 


o . CUDMORE: Yes. 


Geary: Yes, of the Dominion. Some of that money was raised, per 
oe ue to the extent of the whole $1,000,000,000 that Mr. White speaks of, 
but some of it was raised for the purpose of financing the railways, was it not 
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_ Dr. Cupmore: Yes. 


_ Mr. Gary: So it is quite possible, if the funds raised to finance $1,000,- 
000, 000 to the railways happened to be Jong term bonds still outstanding, they 
would all be in that $2,502,000,000, would they not? 


Dr. CupMore: No, sir, I think not. 

Mr. Geary: Why not? 

Dr. CupMore: The $2,502,000,000 of funded debt, the details of which are 

given in Table “3”, were raised directly for direct Dominion purposes. 

Mr. Geary: Certainly. 

‘Dr. CupmMore: And, in addition to that, there are the guarantees. 

Mr. Geary: Oh, no, I think you are mistaken. The Dominion advanced 

_ certain moneys for the building of the Intercolonial Railway. 

Mr. Hackett: Something of that was raised by taxes. 

Mr. Geary: No, there were great sums of money advanced to the different 

railways. 

Mr. Stanutey: The Hudson Bay Railway. 

Mr. Geary: I don’t know what they are. It amounted to $1,000,000,000. 
_ That money was raised by debentures, was it not, of the Dominion of Canada? 

Mr. Wuite: No. 

Mr. Hackerr: No. 

Dr. CupmoreE: Yes. 

Mr. Wurte: In the $1,000,000,000 that I spoke of, they were direct issues 

of the Canadian National Railways. 

: Mr. Geary: I am not referring to those. It just happens the bulletin is 

- the same, as a matter of fact. Is that not true? 

Dr. Cupmore: It is quite true, I think that some of the different loans that 

went into the building of the Intercolonial are still included in the funded debt 
of Canada. 

Mr. Geary: Yes, that is so. If you will look in the non-active assets 

(railway accounts old), $88,000,000, that money was raised on debentures of 

the Dominion of Canada, was it not? 

Dr. CupMmore: Yes, sir. 

Mr. Hacxerr: Some of it, and some be taxation. 

Mr. Geary: Well, now, I don’t know—maybe some part of it. 

: Dr. CupMore: Our pre-war debt, I remember, on March 31, 1914, the total 

debt, the net debt of Canada, was about $336,000,000, and practically the whole 

_ debt as it existed at that time, and more or less remains to the present, had 

_ been invested either in the government railways, the Intercolonial, or the National 

_ Transcontinental, or in our canal systems. The assets represented by that are 

now transferred, or were, in 1920, transferred to non-active assets; but the 

obligations, of course, remain. 

: Mr. Geary: The obligations are two and a half thousand million dollars, 
are they not? 

“ Dr. Cupmore: Yes. 

Dr. McGipzon: I am afraid I am getting more muddled all the time. We 

had a debt, at the time of the war, of $330,000,000. I understand that we 

raised about $1,700,000,000 in the war. 

_ Hon. Mr. Ever: Hear, hear. 

Dr. McGiszon: That makes it $2,000,000,000. It would not be possible to 
clude another million in the railway, either to the debt or what we had ad- 

need, in the $2,300,000,00. Now, a lot of these railways were paid for out 
revenue. I think the Transcontinental was paid for out of revenue. 
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Mr. Geary: What do you mean by revenue? 

Dr. McGispon: I don’t think there were many bonds put on the Winnipeg s 
to Moncton; it cost $170,000,000. I do not think very much was in bonds. The — 
country has $406 000,000 invested in railways. Now, does that $406,000,000 — 
include the railways previously owned by the country, like the Intercoloni 
the Winnipeg to Moncton? There must be overlapping in these figures. 


Mr. Hacxerr: $606,000,000 that were never paid; that is only the inte 
charge. es 
Dr. McGiszon: That was money advanced. Besides that ae $406, 000, )0, 
as I understood it, was money that the government put into railways t 
built. The government built the Winnipeg to Moncton, not by private contr 
In addition to that, the government loaned the country six hundred and th 
or four, or five, million, and on that there is three or four million intere 
which brings it up to a total of $1,300,000,000. 

Mr. Wuire: Mr. Chairman, to bring this little discussion to a conclusio 
I hope, I would ask through you, that Doctor Coats prepare a statement for 
the benefit of the Committee; showing the total liability of the Dominion 
Canada, gross liability. Never mind the assets. We will look after the as 
The gross liability of the Dominion of Canada, including that arising out of 

the Canadian National Railways. Then we will ‘know where we are as ie deb 


Mr. Hacxerr: That is direct and indirect. 


Mr. Wuire: Gross liability of the Dominion of Canada, at a recent 
including those arising out of the Canadian National Railway. I have never 
been able to ascertain that. These gentlemen don’t know it now, apparently. 

Mr. Wuire: The guarantee upon a security issued by the Canadi 
National Railway, is a direct liability of the Dominion of Canada. We ( 
get away from that. 


Mr. Lawson: No unfortunately, if my friend Mr. White will ae me, to 
ask Doctor Coats to prepare what he is asking for, will not get him what 
wants. When he says he wants the gross liabilities of Canada, and Doctor 
Coats prepares him that statement, Doctor Coats will not include, in that, con 
tingent liabilities. There is no liability of Canada on bonds guaranteed in the 
Canadian National Railways. 


Mr. Wuire: Who owns the Canadian National Railway? 
Mr. Lawson: Just a minute, I was speaking from a legal standpoint. 
Mr. Wuirte: I am speaking from a business standpoint. 


Mr. Lawson: And obviously that is what Doctor Coats will have to follow 
There is no lability upon Canada in respect of the guaranteed bonds of 1) 
Canadian National Railway, until there is default in respect of those bond: 
by the Canadian National Railway. When there is a default by the Canadian 
' National Railway, then it becomes a liability of Canada. Now, just a minute 
The CHAIRMAN: Order. . 


Mr. Lawson: If those doctors and soforth would not be so far ahead 
lawyers in trying to express legal opinion, we would get on better. To. 
extent only that there is default does it become a direct liability of Cana 
Now, I think what my good friend Mr. White wants Doctor Coats to prepare 
a statement of the gross liabilities of the Dominion of Canada, that will s 
direct lability, plus a statement of Canada’s contingent liabilities. I think : 
he gets those two things, less whatever are active assets—less a valuation on t 
assets of the Canadian National Railway,—he will get the net liability o} 
Canada, and that is the only way he will get it. 


Dr. Coats: I think that is what we were trying to do in this statement. 
you turn to Table “4”, you will find there a categorical statement of the 
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debts. The an of $2,375,000,000 is of course, all told, for what- 
purpose incurred. 

Mr. Geary: Are you referring to table 4? 

Dr. Coats: Page 7, (Appendix “C’’). 

Mr. Bowman: In answer to Mr. White’s question, I think the figures are 
e clear, as they are particularly set out in this statement. You take the 
res submitted to the House by the Minister of Railways and Canals, and 
take the non-active assets as shown in page 4, and I think we have just 
t Mr. White is asking. On page 4 the debt is shown as $2,375,000,000, in 
ch is included direct advances to the railways amounting to something 
a billion. On top of that $2,375,000,000 there is another $1,280,000,000 
ich the Dominion of Canada has guaranteed on bonds and the debentures of 
ie railways, the Canadian National: Railways, which are held by the public. 


_ Mr. Baxer: Where do you get that $1,280,000,000? 

_ Mr. Bowman: It is shown in this statement. 

_ Dr. McGrsson: It can’t be in this. Page 4 only shows $753,000,000. 

_ Mr. Bowman: Page 4 shows in detail, shows for Public Works, $441,000,000. 
Mr. Lawson: Look at the note at the bottom of page 4. 


Mr. Bowman: There is $441,933,000. A little further down it shows railway 
count, non-active, $614,000,000. Now, on top of that $2,375,000,000 as I 
derstand it, there is another $1,280,000,000 in various bonds and debentures 
held by the public, for which the government has given its guarantee. That is 
the situation, as I understand it. 


eee. Mr. Lawson: May I just say a word there, and I think I can satisfy Mr. 
Bowman. That point is the government has not guaranteed another 
200,000,000. 

~ Mr. Wuite: Yes, $1,280,000,000. You are wrong. 


Mr. Lawson: I may be wrong in my figures, but I am accepting those of 
the Bureau of Statistics for the moment, and I am inclined to think that they 
right—they are pretty accurate, those fellows. If you will look at the note 
at the bottom of page 4, that is Table 2”, the Bureau sets out there that in 
addition to the above figures, (that is, in addition to the $2,375,000 000) the 
minion of Canda, you will notice they say, 1s responsible for, (that is their 
ontingent guarantee) another $753,000,000. Now, that is the cuaranteed bonded 
debtedness of the Canadian National Railways. I am just taking the note 
he bottom of page 4. In addition to that $753,000,000, there are bonds of 
1e Canadian National Railway outstanding which the Bureau of Statistics have 
included, because there is no liability of the Dominion on them, either direct 
or indirect, or contingent. 


Dr. McGisson: But we own the road. 


Mr. Lawson: But because the Dominion of Canada must at some time 
eserve the assets of the Canadian National Railway, at some time it must pay 
108e bonds. Therefore there is a liability, if you want to assume it, that should 
e included in order to get a picture of Canada’s ultimate liability, if she 
is to keep the Canadian National Railways. 

Mr. Bowman: I don’t want to enter into an argument with Mr. Lawson. 
at Mr. Lawson has said just earries out my idea exactly, that besides the 
5s 000,000 that is shown at the bottom of page 4, there is another $500,000 ,000. 
Mr. Lawson: Right. 

r. Bowman: The total Seoul is what I have said, $1,280 odd million 
of various bonds and debentures held by the publie and which we, as 
r of — must pav, oie we are to continue to carry the Canadian National 
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Mr. Lawson: Right. 

Mr. Bowman: I agree with that. But the answer that I was trying 
get to Mr. White’s a was that on top of the $2,375,000,000 that are sh 
on page 4, there is another $1,280,000,000 of bonds and debentures held by t 
public, part of which seven hundred odd million we are directly liable for an 
the other part of which is held by the public upon which we are not dire 
lable. 

Dr. Cupmore: If you will excuse me, that note on the bottom of pag 
is taken from the public accounts, but they do not refer, in that note at leas 
to the securities whose interest only is guaranteed. The total guaranteed de 
of Canada is given at Table “I’’ on page 3, principal and interest guarantees 
$874,000,000. That includes some $30,000 000 mainly of harbour commiss 
loans, and $216,000,000 of which interest only is euaranteed, mainly Gran 
Trunk securities. 

Mr. Moore: Perpetual Stock. 

Dr. Cupmore: Making almost exactly $1,060,000,000. — 

Mr. Geary: Guaranteed as to principal— ‘ 

Dr. Cupmorg: No. 

Mr. Geary: I mean principal of the loan. 

Dr. Cupmore: Yes, total guarantee, 784 and 216. 

Mr. Hackerr: Interest is guaranteed in perpetuity. 

Mr. Moore: Might just as well guarantee the principal. 

Mr. Geary: Have you any idea how much there is outstanding, finance 
by the railways, the millions upon which the government has given no guaran 


Mr. Hacxerr: About $300,000,000. 


Mr. Greary:. Have you any idea, Dr. Coats? Is that shown in y 
statement? : 


Dr. Cupmore: No, that is not shown in the statement. It will be take: 
care of in our later statement re corporation bonds. 


Mr. Geary: If you are bringing that statement to Mr. White I would 1 
to have it shown. 


Mr. Wuite: I have it now, the debt of Canada is composed of these f 
items, first as shown on page 3, net debt of $2,375,000,000, plus a guarant 
debt in connection with railway securities guaranteed as to principal and inter 
$784,000,000; and then thirdly, guaranteed as to interest only, $216, 000,000. 
There is no sense, of course, in our trying to fool ourselves by stating that w 
have no responsibility for ouaranteeing the bonds of the railway, when we ow 
that railway. 

Dr. McGrsson: Hear, hear. 

Mr. Wuite: The fourth item, and the sum of the four, represents the to 
debt of Canada. The fourth item is bonds issued by one or other railway co: 
pany, which do not bear the guarantee of Canada, either as to peace or int 
est, but for which the people of Canada may be hable. 


Mr. Irvine: Mr. Chairman, for the purposes of this enquiry, if we hae 
statement also, along with this, of all bond indebtedness in Canada, and al 
private corporations, would not ‘that include any bonds that are owing and 
which the government is not directly responsible? 

The CHAIRMAN: Yes. 

Hon. Mr. Evter: Mr. Chairman, I am neither a lawyer nor a doctor, | 
T should like to ask Dr. Coats, or Dr. Cudmore, whether this would really | sum 


up the total debt of the Dominion, including the debt that we have on the rail- 
ways: first the direct debt of $2, 375, 846,172, the first item on the sheet, and the 
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her two items, which, together, amount to about a billion dollars, plus the 
debt which is owed by the National Railways, but is not guaranteed, ‘either as 
principal or interest, by the government of Canada, and which I think, amounts 
-$300,000,000 and which we may as well say is also a debt of Canada. This 
think would make a total sum of about thirty-six or thirty-seven hundred 
millions of dollars. Would not that about represent what we owe on account of 
; e national Heb, plus the debt we owe on the National Railways; is that 
Beorrect 


Some hon. Mempers: Yes. 


fs Dr. Coats: Of course, the Department of Finance never admits liability 
for the $300,000,000 vou mentioned. 


_ Mr. Lawson: It cannot, because no auditor will allow it. 


Hon. Mr. Evter: They do not pay, either. As a matter of fact, I think 
_ Mr. Chairman, if I may say so, I do not think the government does intend to 
pay interest on some bonds which were not guaranteed by the government. I 
have in mind just one small road, the Toronto and Suburban Road, which I 
- think issued about two billion dollars worth of bonds. They were not cuaranteed 
by the government at all. The interest has fallen due, and is in default, and 
it looks as if the government is not going to recognize it. For my part, which 
is just an expression of opinion for what it is worth, it seems to me a subsidiary 
ad, such as the Toronto Suburban—and there may be others—which has been 
acquired by the Canadian National Railways, is certainly a liability so far as 
the government of Canada is concerned. 


Mr. Power: They do not look upon it as such. : 
Hon. Mr. Evuuer: They do not, but I think they should. 
Mr. Hacketrr: This $300,000,000 was used for equipment. 
Mr. Geary: The road has been abandoned. 


: Mr. Power: In looking over those liabilities, I find, “Interest, guaranteed 
securities, guaranteed as to principal and interest for various harbour com- 
_ missions.’ 

~The Cuairman: On which page is that? 


Mr. Power: On page 8, part of table four (Appendix “C”’). I wonder what 
a the situation would be in a case like this: the Quebec Harbour Commission owes 
the public something like half a million dollars, which is a very small amount 
ompared swith what it owes to the Federal Government. But it is a first mort- 
yage, and if the public ever wanted to exercise that mortgage, I suppose the 
government of Canada would be liable in order to protect their equity in the 
operty, and that situation must exist in a great many other cases. I think 
it is bound to know that, because there is a first mortgage on all the properties 
the Quebec Harbour Commission. The Quebec Harbour Commission owes 
is government something like $20,000,000 roughly. There is certainly an 
indirect liability on the government to protect its equity by paying up that 
$900,000, which is a first mortgage. I do not see anything of that here; and 
1e same situation may exist in Montreal or in Vancouver. 

Dr. Cupmore: I think sir, you will find that all those items are taken care 
of in the non-active assets of the Dominion, on page four. 

_ Mr. Power: Not a lability to the Crown at all? It is a liability to the 
public. The bonds are in the hands of the insurance companies. The bonds 
were issued by the Harbour Commission a number of years ago before the Fed- 
government started backing those national ports, and, insofar as the gov- 
ent is concerned, I do not suppose they know about it, except they may 
e to pay interest. 


Mr. Hackett: Your point is, if they stop paying interest. 
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Mr. Power: If they stop paying interest, this is as much a liabi 
some of the other liabilities that have been mentioned. ‘ 
Mr. Lawson: If I appreciate it, the way it is dealt with, insofar as 
Canadian National is concerned, is they put it under corporate | ‘debts. 


Mr. Hackerr: It is not mentioned at all. 

Mr. Power: Corporate debts, the same as any other. 
Mr. Lawson: Under corporate debts. See e 
Mr. Power: It is not even a contingent lability. 
Mr. Prruey (Qu’Appelle): It is a matter of policy. 


Dr. Coats: I should just iike to say this: it is simply a matter ae 
ing the data. We had, in a subsequent statement, intended to include all] 
bonds as the $300,000 000 of the Canadian National Railways as an ele 
in the private and corporation debt. 


Mr. Geary: We cannot hear both Dr. Coats and the other mem! 
committee at the same time. 


The CHarrmMan: I am going to ask Dr. Coats to make iat statem 
again. I do wish some members would preserve order, and not carry on pr 
discussion. : | 
Dr. Coats: It is simply a matter of definition. We did not go ov 
whole field. We had regarded bonds, such.as have been mentioned here, 
taining to the Canadian National Railways and other bonds, as priva 
We had included debts of that kind, such as corporate debts, under the 
heading of private: debts. Whether it should be regarded as public ave By 
matter of opinion, I suppose, and of law. é 


Mr. Irvine: So far as the people are concerned, they have to pay, i 
ever paid, so what is the difference to us, in this enquiry? 


Mr. Power: Going back to table No. 2, in the non-active assets t 
three items as follows: Public works, railways, $441,933,589; Railway ac 
(old), $88,398,829; Railway accounts (loans non-active) 614,406,239. I sho 
like to get some information on those. What is meant by each item? — 


Dr. Cupmore: The details are in the public accounts, and if 
consult the total of the balance sheet in the public accounts you w: 
references there to schedule so and so, where these items are a i 
But I might say, I think oe first item “public sao pa is 


old gov ernment railw ays. 
Mr. Power: What is “railway ‘accounts (old)”? 
Dr. CupmorE: I am afraid I cannot explain that. 


Hon. Mr. Macxenzir: Mr. Bennett’s speech on the budget of 1931 
it quite clear. It is as follows: “First, there are loans and advances 
various enterprises which are not presently realizable, yield no direct retut 
the treasury, and in the presentation oi the accounts are treated | 
These total $673,000,000 the chief of which are $614,000,000 to the C 
National Railways, $15,500,000 to the Canadian National Steamships, 
000 to the Quebec Harbour Commission and $16,600,000 Soldier en 
ment loans. 

“The second division is comprised of the aggregate of capital | expendi it 
made on canals, railways, public buildings and harbour and river improv 
which total $927,300,000. Another item of $88,000,000 is shown as “r 
aecounts (old)’ which refers to railway capital expenditures made in th 
history of the country, the fruits of which were by registration, transferre 
certain railway companies, hon, members will recall the transaction wiles re 
to them during the Grand Trunk arbitration.” 


Dr. Cupmore: Greece has. 


Hon, Mr. Euter: There have been none from Roumania. There are still 
about $18,000,000 due, and I do not think we shall ever get a cent. 


Dr. Cupmorz: I believe interest on the Roumanian debt is being paid. 
Hon. Mr. Evurr: By Roumania? 
Mr. Irvine: I do not think we are interested in this, Mr. Chairman. 


_ Hon. Mr. Evter: We want to know what the active assets are, because it 
affects. the net debt. If those assets are no good, our net liabilities are much 


__ Mr. Irvine: The net, liability would have to be total liability of all the 
Canadian people. 

Mr. Spencer: Mr. Chairman, on page four, under the heading of habilines 
i of the Dominion Government, I find the following: “Province accounts, $9 ,623,- 


“Mr a That is ee grain furnished to the West. 

Be Mr. Spencer: How could it be a liability to the Dominion government? 
Mr. Hackett: They hope to get it back some day. 

- Dr. Cupmore: I am afraid I cannot give you that, but I can get it for 


Mr. Spencer: It could not possibly be seed grain, because it is government 


Mr. Power: Do you know the figure of the soldier land settlement loans? 
Dr. Cupmorz: No. 
Mier ae You do not know how much the original amount advanced 


thority on all the payments that have been made. This pratesee only to 
ve the amount due as an active asset on March 31, 1932. 

_. Hon. Mr. Euzer: On which interest is being paid. I should like to ask 
question on another item, advances to provinces and banks, etc., $173,183,733, 
ich is a pretty large sum. Can you divide that and tell me ‘how much of 
at was owing by the provinces? 

Dr. CupmMore: The details are in the public accounts, gentlemen, and if 
can get a copy of the public accounts, I can tell you. 

Hon, Mr. ae I thought you could ee me a how much 
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Mr. Grary: For the purposes of the committee we do not waa all this 
information. We want to get at debts. There are a lot of things I should hk 
to know, but I do not think this is the proper place for them. 


The Cuarrman: Are there any other questions in regard to debts, because 
that is what we are really after. I would suggest that at the next meeting, on 
Thursday, we should discuss the question of private debts, and get some informa-_ 
tion along that line. If there are no other questions on public debt ee morning, i 
I would suggest that we might adjourn— 


Mr. Irvine: I move that. P 
The CuHatirman: Until Thursday. 2 


Mr. Sranuey: In regard to the memorandum, there are items further back 
that should be explained. For instance, Dr. Coats, take page 11. On page 11, 
we come to the indirect lability of the provincial governments. There is con- 
siderable data in regard to debts of the various provinces, which affects the 
standing of the provinces concerned, and therefore, the Dominion as a whole, 
financially speaking, as to just what that debt means, whether there is any of 
it likely to be repaid, and how much of it has already ‘been actually written off, 
and how much of it is an actual asset to the provinces in the way of utility and 
soon. There is a lot of information that really has a value from the standpaint 
of finding out our condition, financially speaking. 


Mr. McGisson: Mr. Chairman, may we expect an answer to Mr. Euler’s 
question about the finances of the province, etc? 


The CHarrman: [If it is in the public accounts. 


Dr. CupMorge: On page 8 of the public accounts, for 1932, the advances to. 
provinces for housing loans given as $10,521,187.72, and the advances to the 
provinces for unemployment relief are given as $22, 634 017.44; loans to banks — 
are given as $32,000,000; loans to harbour commissions, $100, 812,062.66, and 
the Canadian Farm Loan board a total of $7,216,465, the total being $173,- 
183,733, which we have on table No. 2. 


Hon. Mr. Euter: When you gave that item of loans to provinces, did you 3 
mean that that was up to date? Or only according to the public accounts? : 
That would not be nearly up to date, would it? 

Dr. CupMorp: It is the last information which we have available from the — 
Finance Department. 

Hon. Mr. Euter: There have been very heavy advances made to the. 
provinces since this was prepared. 

Mr. Hackett: Since last year. 

Dr. CupMors: This only goes to the end of the last fiscal year reported, be 
suppose? 

Mr. Moranp: Would it be possible to obtain the total amount of interest 
ee per year, on our direct indebtedness? 


CupmorE: Yes. But I have not the figure with me at the moment. 
I Sanh be glad to send it to you. 


\ 


The committee adjourned at 12.30, to meet again on Thursday, March i 
at 11 o’clock, a.m. 


APPENDIX “A” 


MEMORANDUM 


Précis of remarks of Mr. Speakman, M.P., before the Committee on Bank- 
ing and Commerce, in respect of the inquiry into the subject of 


Dest AND INTEREST 


The first essential would be to obtain a fairly accurate picture of the actual 
situation in this country. Many of the statements made by different speakers 
upon this subject have varied so widely as to the real total of our liabilities, 
public and private, and as to the nature and total amount of the annual carrying 
charges upon these liabilities, both actual, and in relation to the National In- 
come, as to indicate that some real knowledge of the actual facts is desirable 
and necessary. In addition, and if action of some legislative character is to be 
suggested, a definite knowledge will be necessary of the statutary authority rest- 
ing in the Federal Parliament, and possibly, that of the Provincial Legislatures 
as well. 

While it is not suggested that these Memoranda are in any way complete or 
final, it is suggested that the points which are enumerated might well be given 
some consideration, in an effort to secure a fairly accurate picture of the present 
situation. 


1. Amount of Debt, under various classifications, Public and Private, and 
the total of the whole. 


2. Rates of Interest charged, under different headings, as: (a) Banks Loans; 
(6) Farm Mortgages; (c) Mortgages on Town and City Property; (d) Bonds, 
Federal, Provincial, Municipal; Railway and other Corporations, etc. 


3. Other charges, in various classes, as: 
(a) Inspection Fees; (b) Renewal Charges, etc. Thus giving actual total 
carrying costs of Loans, under different headings. 


4. Length of time for which Loans made, and the purposes, in a general way, 
for which money was borrowed. Also conditions, such as renewals, Compounding 
of Interest, and, in a general way, type and relative value of Security required. 


5. Costs of money to Loaning Bodies, Banks, Mortgage Cos., ete., whether 
by way of Deposits, Borrowings, Invested Capital, or otherwise. Rates of 
Dividends, Profits, ete., earned. In case of Banks, relation of actual deposits 
of money to amounts loaned, showing reserves, non-interest earning. 


_ 6. Percentage of due payments made, Present and term of years, by classes, 
and on Interest or Capital account. Losses incurred, same. Percentage of 
present debt, total and by classes, represented by original loanings, and by 


accumulated, unpaid Interest Charges, etc. 


7. General Classification of those entitled to repayment, as to average wealth 
level. This to ascertain pereentage of Interest, etc., likely to go into general 
stream of Purchasing Power, and to seek reinvestment. Secure some idea as to 
amounts hoarded, and not seeking either purchase of commodities, etc., or rein- 
vestment. 


8. Such information as possible, in respect of cost of Premiums paid, on 
account of New York Exchange. 
: la 


§. Relative conditions in other countries, as toc costs, et 
as above. U.S.A., Great Britain. pe 


10. National Income, by classes, and totals, present and term years. Thi: 
in relation to Debt and Interest totals, to indicate capacity of people to mee 
obligations. Also, average interest returns upon Capital invested in Agriculti 
and other forms of Industry and Business; Indicate actual earning De 
money borrowed. 

As stated above, there will be many other points which will occur to 
Committee, but these should assist in ascertaining true picture of situation a 
whole. : 

Some suggested avenues of Information: Witnesses— ; ‘ 

It is obvious that there should be little difficulty in securing competent Ww: 
nesses to represent the various Loaning Bodies, but competent witnesses to 
represent the Debtor side of the question will be less easily obtained. i ing 
is a partial list of sources of information. ee 


1. Representatives of Banks, Mortgage Cos., etc. Also Organizations o 
Business and Industry, as Manufacturers Ass., Wholesale and Retail Mercha 
Ass. These might give information in respect ‘of both sides of subject. Fina: 
Departments, Federal and Provincial, respect of Bonds, ete. Federal Govt. 
Creditors, as S.S.B. (in effect a Mortgage Co.), Federal Farm Loan Boa 
Bankruptcy Department. Debt Adjustment Bodies i in Prairie Provinces. Sim 
lar Bodies, if any, in other Provinces. Agricultural and Business Organization: 
might hold views of value. Understand in Quebec, certain Agricultural Credit 
and Banking Ass. (Caisses populaires). As to conditions in other countries, per- 
haps Department Finance, as regards U.S.A., Office of High Cone 
respect Great Britain. These are mere suggestions. 8 

Has been stated that no credit available in smaller centres, but confi 


inquiry. 
As to Statutary authority of Federal Parliament, Department of bie 
case question of actual Debt Reduction raised, should ascertain also powers 
ee Bodies. : 
The above information, if secured, should assist the Committee to obtai 


As eee sigh fearon escent prior to any suggestions as to any poss 
solution of the Problem. The liabilities fall into so many different classes, t 
only a few can be suggested here. Others will be familiar to Committee. Bon 
Federal, Provincial and Municipal. Also Railway and other Corporations, Mi 
gages, of all kinds, Farm and Urban. Other Loaning Bodies, Bank Loans, C: 
mercial Credits, including individual debts as to Retail Stores, Implem 
Dealers. Coal & Lumber Cos., ete. All these varied types and kinds go to m 
up Grand Total. 


APPENDIX “B” 


MEMORANDUM—DOMINION, BUREAU OF STATISTICS 
FOR THE COMMITTEE ON BANKING AND COMMERCE 


Ten points have been submitted to the undersigned as coming within the 
purview of the Commitee, with the request for a suggestion in each case as to 
what data are available, or how such data could most readily be obtained. 

The points in question are set out hereunder, with a brief note on each:— 


ok Amount of Debt, under various classifications, Public and Private, and 


Bs _ Answer: The amount of public debt (Dominion, Provincial and Municipal) 


attached as Appendix I to this memo. 

With regard to private debt, statistics are available relating to bank loans; 
the operations of loan and trust companies; farm mortgages; the bonded indebt- 
edness of corporations; and total bonded indebtedness. There is considerable 
over-lapping in these statistics, and some important oaps are left in them con- 
sidered as a whole. The Bureau of Statistics could assemble the available data, 
and submit a memo as to their interpretation. 


2. Rates of Interest charged, under different headings, as: (a) Bank Loans; 
» (b) Farm Mortgages; (c) Mortgages on Town and City Property; (d) Bonds, 
_ Federal, Provincial, Municipal, Railway and other Corporations, ete. 


Answer: No comprehensive statistics exist. The results cf an investigation 
covering this field from 1900-1914 appear in Part I, Section 6, of Volume II of 
the “Report of the Board of Enquiry into the Cost of Living,” published in 
1915. An investigation on similar lines, covering the past few years would not 

be a large undertaking, but would require a few weeks’ time. 


3. Other charges, in various classes, as: (a) Inspection Fees; (b) Renewal 
Charges, ete. Thus oiving actual total carrying costs of Loans, under different 
_ headings. 


- Answer: No statisties exist, but it would not be difficult to obtain repre- 
_ sentative information by questionnaire. 


oA Length of time for which Loans made, and the purposes, in a general 
, for which money was borrowed. Also conditions, such as renewals: Com- 
sounding of Interest, and, in a general way, type and relative value of Security 
oe 5 


Answer: Short-term loans (3-6 months ), middle-term loans (12-24 months), 
a long-term loans are found in different fields of business, the mortgage being 
ally for five years. No complete classification of loans according to length 
time exists, but the great bulk of banking accommodation is in the first 


S to the purpose of loans, insurance and loan and trust companies, show 
amounts of their loans on real estate and on collaterals, respectively, but 
i by purpose of loans is not generally made. A suggestion strongly 
id by t eMillan Commission in Great Britain recently, is applicable to 
eve a, Sancke that the banks be required to show the composition of their 


loans (i.e., industries to which made) periodically. The Canadian Bank of 
Commerce prints an analysis of this character from time to time in their 
“Monthly Commercial Letter,” under 11 headings as follows:— 


Governments and Municipalities. 

Public utilities, insurance companies, trust companies, automobile 
finance companies, ete. 

3. Farmers and ranchers. 

4. Grain, flour, meats, ete. 

5. Manufacturers: Agricultural implements, iron and steel, mining, auto- 

mobiles, textiles, wearing apparel, ete. 

6. Genera] stores and sundry wholesalers and retailers. 

7. Lumbering industry, including pulp and paper. 

8 

9 

10 


Ne 


. Contractors, builders, ete. 
. Call loans, loans on securities to security houses, underwriters, ete. 
. Sundry dealers and traders, and individual customers of the Bank 
throughout the Dominion. 
11. Trade paper discounted, sterling and foreign bills of exchange purchased. 


The classification proposed by the MeMillan Commission is as follows:— 
Loans to agriculturists. 

Loans to lumbermen. 

Loans to manufacturers. 

Loans to transportation and communication agencies. 

Loans to wholesale and retail traders. 

Loans to financial concerns. 

Loans to professional and personal service concerns. 

Other loans. 


OO eure Oo 


The banks might be able to make an analysis of this kind for the Com- 
mittee, but it would be desirable in advance to give careful consideration to the 
form of classification. 

A summary classification of bonded indebtedness by classes of corporations 
is available. 

A conspectus of loaning practice might be obtained from witnesses repre- 
senting the banks, insurance and loan and trust companies. 


5. Costs of money to Loaning Bodies, Banks, Mortgage Companies, ete., 
whether by way of Deposits, Borrowings, Invested Capital, or otherwise. Rates 
of Dividends, Profits, ete., earned. In case of Banks, relation of actual deposits 
of money, to amounts loaned, showing reserves, non-interest earning. 


Answer: The interest rates on bank savings accounts is 3 per cent, to 
which must be added costs of administration, book-keeping, ete. The rates 
payable on debentures, certificates, etc., could be obtained by questionnaire to 
loan and trust companies. 

An annual record of dividend rates, profits, etc., of the banks is kept in the 
Bureau of Statistics. 

An analysis of the bank statement would throw considerable light on the 
final sentence above. 


6. Percentage of due payments made, present and term of years, by classes, 
and on Interest or Capital account. Losses incurred, same. Percentage of 
present debt, total and by classes, represented by original loanings, and by 
accumulated unpaid Interest, Charges, ete. 


Answer: A questionnaire addressed to the Banks and loan trust com- 
panies might throw light on the situation, but no absolutely comprehensive 
figures are possible. Items like arrears of taxes are shown by certain prov- 
inces; the return made by the banks monthly under the heading of “ Non- 


oa 
current Loans” represent over-due debts; Insurance companies report as to 
over-due loans on policies, unpaid interest, deferred premiums, etc. 


7. General Classification of those entitled to repayment, as to average 
wealth level. This to ascertain percentage of Interest, etc., likely to go into 
general stream of Purchasing Power, and to seek re-investment. Secure some 
idea as to amounts hoarded, and not seeking either purchase of commodities, 
ete., or re-investment. 


Answer: Data of this nature could not be rendered available short of a 
complete census of wealth as held by individuals. It will be appreciated that 
even as regards Dominion bonds, the Government is unaware of the financial 
standing of the holder, or, in cases, as to who the holder is. The Income Tax 
returns do not show the complete financial position of the individual, and in 
any case they cover only 140,000 individuals, though they might show how 
far the incomes of those individuals are “earned” and “ unearned.” 

It is not thought that hoarding by individuals in the ordinary acceptance 
of the term is prevalent in Canada, where the difference in security as between 
a bank deposit and a bank note is not commonly regarded as very material. 
The extent ‘to which banks are making loans of different kinds in relation to 
funds available, might be illustrated to some extent from the bank statement. 


8. Such information as possible, in respect of cost of Premiums paid, on 
account of New York Exchange. 


Answer: A daily record of exchange rates is maintained in the Dominion 
Bureau of Statistics, and the premiums paid on new gold are available from 
the Royal Mint. 

In this connection, it might be added that the Bureau of Statistics has an 
estimate of the interest payments made, in Canada and outside, on the basis 
of New York funds, as well as of the various items (visible and invisible) 
of the trade balance which show the total amounts payable on balance between 
Canada and the United States. 


9. Relative conditions in other countries, as to costs, etc., on classes of 
loans as above. U.S.A., Great Britain. 


Answer: A considerable amount of material is available, but before an 
attempt is made to assemble data of this kind (which might run into a very 
large undertaking) it would be well to set forth the question in specific terms. 


10. National Income, by classes, and totals, present and term years. This, 
in relation to Debt and Interest totals, to indicate capacity of people to meet 
obligations. Also, average interest returns upon Capital invested in Agricul- 
ture and other forms Industry and Business, indicate actual earning power of 
money borrowed. 


_Answer: There are no comprehensive statistics of the national income by 
classes, etc., but the Dominion Bureau of Statistics issues an annual “ Survey 
of Production” in Canada, which brings together in comparative form the 
value of the products of approximately two-thirds of the gainfully employed 
people of the country, that is, of those engaged in the various kinds of “ pro- 


- duction” defined according to the usual acceptance of the term, as including 


agriculture, forestry, fisheries, trapping, mining, power, manufactures, construc- 


tion, ete., ete. The following additional statement appears in the latest issue 
of this report:— 


“The remaining 35 per cent of the gainfully employed must also be 
considered to be producers in the larger sense of the word, being engaged 
- in such activities as transportation, trade, administration, the profes- 


sions, domestic and personal service. Since the values given in the pre 
ceding paragraph were produced by only 65 per cent or thirteen-tw 

tieths of the employed population, we may add seven-thirteenths to the — 
above totals to obtain a rough estimate of the value in dollars of the 
total productive activity of all the gainfully employed people of Canada, 
according to the economists’s definition of “ production,” which appro 
mates to the concept of national income. According to this broader inte 
pretation, production in 1930 would represent created values of $4, 949,- 
000,000, as compared with $6,072,000,000 in 1929 and $6, sia ic ee ie 
1928. z 


The Bureau of Statistics also issues a periodical report on the Nations 
Wealth of Canada, prepared on the inventory method, which shows capital val 
under some 23 headings. : 

The relation of ‘“ property’ income to “service” income might be ae 
mated for Canada on the basis of similar estimates (notably that of WwW oe 
King) for the United States. oe 


i 


ADDENDUM 


It may be added on the point of the general causes of the financial strir 
gency, that the Bureau of Statistics has a great mass of data bearing on the 
decline in world prices (which since 1929 has brought wholesale prices to a 
pre-war level from a point over 50 per cent higher, with disastrous effects « 
supply, ete., ete. 


Respectfully sobre 


Ro, COATS. ae 
Dominion Statistician. — 


Dominion Bureau oF Statistics, OTTawa, 
March 1, 1933. é 


APPENDIX I 
PUBLIC DEBT OF CANADA 


Net: debt ‘ot Canada, March 31; 19325. 8 eo ee ee nee 
Guaranteed debt of Canada, March 31, 1932— ; = 
Principal sand: interest “euaranteed =a se. 2. 784.315,264 
Interest only guaranteed .. .. 5 216,207,142 
Gross direct liabilities of Provinces, fiscal years ended in 1932. 1,363,382 ,464 
Indirect liabilities of Provinces, fiscal years ended in 1932 .. .. 215,977,011 


Grand total direct liabilities of all Canadian Municipalities, Dec. 
SUG BT; tat least ate eek a op Reopen ee Ree (100000 
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8a 
(Page 1 of Manuscript) 
THE PUBLIC DEBT OF CANADA IN 1932 


Statistics of the aggregate public debt of Canada, its provinces and mun: 
cipalities are given in as complete form as possible for the latest available dat 
in the following tables. Certain explanations regarding these tables are therefor 
in order. 4 


Net Debt of Canada.—The first item in the summary Table 1 is the net deb 
of Canada, which is the gross debt of Canada less the active assets which ¢ 
largely either cash assets or are advances to provinces that are shown in th 
Public Accounts of those provinces as liabilities and therefore are proper! 
charged against the gross debt of the Dominion to arrive at the net debt. Furt 
details indicating how the net debt is arrived at are given in the balance shee 
of Canada as at March 31, 1932, reproduced as Table 2. 


Funded Debt of Canada—The funded debt of Canada is rather larger tha 
the net debt because the active assets are not deducted from it. In Table 3 wil 
be found statistics of the funded debt of the Dominion as it existed on March 31, _ 
1932, together with the countries in which the principal and interest of the obliga 
tions is payable. This is necessary because principal and interest obligation 
falling due in New York have at the present time to be paid off plus a premium 
arising out of the varying discount on Canadian funds. On the other hand 
obligations falling due in London can be paid at a discount because of the depre-— 
ciation of the pound sterling as compared with the Canadian dollar. 


Guaranteed Debt of the Dominion—Details of the guaranteed debt of th 
Dominion, showing where principal and interest is payable, are given in Table 4, 
in which it will be noted that certain interest rates run as high as from 6 to 7 
per cent so that refunding at lower rates of interest should be possible whe 
existing contracts expire. It should also be noted that $216,000,000 of these obli-— 
gations is guaranteed as to interest only. In other words, the Government can 
never be called upon to pay off the principal sum. 


Debts of Provincial Governments.—The debts of provincial governments as 
at the end of their respective fiscal years ended in 1932 are shown in Table 5, the 
figures being subject to revision. The main item in these obligations is, of course, 
the bonded debt, the aggregate of which was $1,148,451,597, while in addit. 
there were treasury bills amounting to $103,707,602. Apart from these two ite 
were bank loans, savings deposits, etc., which brought the grand total of the direc 
liabilities of the provinces to $1,363,382,464 in 1932. In addition to these direc 
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liabilities, there were also indirect liabilities amounting to $215,977,011, arising 
largely out of guarantees of railway and municipal obligations. Bee 


Gross Bonded Debt and Total Direct Liabilities of all Municipalities —Th 
total number of municipalities in Canada is over four thousand, and each of thes 
municipalities has certain rights of borrowing money as well as of taxing its 
people to pay back the principal and interest of such borrowings. Canadian cities 
in particular have borrowed rather freely with the result that the grand total 
bonded debt of all the municipalities of Canada as at the end of 1931 is given by 
the municipal affairs authorities of the different provinces (or in certain cases the 
figures are supplied directly to the Dominion Bureau of Statistics) at $1,288,808 
157, as shown in Table 6. Further, it was possible to secure the total direct 
liabilities of all municipalities for six of the provinces, and the total of such 


liabilities for the six provinces together with the bonded debt figures for the 


remaining provinces make up a grand total of $1,584,031,475, which is the lowest 

_ figure at which the aggregate direct liabilities of Canadian municipalities can be 
placed. No information is available with regard to indirect liabilities of muni- 
cipalities. 


: Aggregate of Public Obligations —The aggregate debt of all public authori- 
ties in Canada, including Dominion net and guaranteed debt, provincial direct 


and indirect liabilities and municipal direct liabilities, so far as the figures are 


available, is shown by the figures of summary Table 1 to be $6,539,728,053. It 

is possible that this figure may include some element of exaggeration, more par- 
ticularly in respect of obligations which may be due by municipal authorities 
to provincial governments. Such obligations would be shown as a part of the 
direct liabilities of municipal authorities but owing to the form in which this 
information is asked for and provided, assets of the provincial governments are 
not shown. 

Another element of exaggeraton lies in the fact that it is common practice 
in Canada for public authorities to buy up the obligations of other public authori- 
ties with money set apart for sinking fund purposes. It is impossible in sucli 
statements as those now submitted to allow for this factor because figures of 
assets are not now in request. Further, if there were a request to set off asse‘s 
as against debts, there would be no general agreement as to what assets shou'd 
properly be considered as a set-off to liabilities. The Dominion Government's 
practice in this respect was changed in 1920, but a uniform plan for the provinces 
and for the municipalities of Canada is urgently needed. 
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TABLE 1—SUMMARY OF THE AGGREGATE PUBLIC DEBT OF CANADA, ITS 
PROVINCES AND MUNICIPALITIES, CIRCA 1932 

INetidebinomemainadas March ols M939): oes oe es ole $2,375,846,172 
Guaranteed debt of Canada, March 31, 1932— 


Punicipaloupoinberest wuaranteeds 2 ee 784,315,264 — 
intenespmenly aC UAraNleeG: th. 2 Atetikrr ys oo im coe as ee 216,207,142 
Gross direct liabilities of Provinces, fiseal years ended in 1932.. 1,363,382,464 
Indirect liabilities of Provinces, fiscal years ended in 1932 .. .. 215,977,011 
Grand total direct liabilities of all Canadian Municipalities, 
ees ilelooibeat least 6.9.6 ee te te ues ee oe wy 084,000,000 
otal eeu eee tee et Ne ea to, wrest: 6 80,589,728,009 
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TABLE 2—BALANCE SHEET OF THE DOMINION OF CANADA, AS AT MAR. 31, 1932 
(From the Public Accounts) 


Active Assets— 


Grchkonshandeandeimibanks st. fae eee Ae eo S57, 852:841 
MICRIE ECRCHVGN er re yi sey aks Se Seen 61,660,602 
WNawances: tonprovineess balks: etC.: 5 6. fe. 173,183,733 
Wowances-to foreien Goveruments ©. 0.072. G05 es... 30,494,720 
Soldier and general Jand settlement loans... .. .... .... 47,804,080 
MiscelitimeGustenGnentaccOUNES! 6 2k i hb be es 82,401,415 

Total active assets ..- .. . $$ 455,897,391 


Balance of liabilities over active assets being net debt, 
Mar. 31, 1932 (exclusive of interest accrued and 
outstanding, cagnied torwald), 3. se... fs 28s. 23375, 846472 


$2,831,743,563 


Non-active Assets— 


Public Works, canals .. 

Public Works, railways. . ee 
Public Works, miscellaneous .. .. 
Military property and stores .. 
Territorial accounts .. 

Railway accounts (old) . : 
Railway accounts (loans non- -active) . 


Canadian National Steamships (loans non- ‘active) 


Miscellaneous investments and other accounts (nga aye 
Siilemie saat ; 
Excess of expenditure over revenue, year ended Mar. 31, 1932. 


Balance Consolidated Fund as at Mar. 


Liabilities— 
Dominion notes in circulation .. .. 


Bank Note Circwation Redemption Fund . 


Post Office account, 
standing .. . ie 
Post Office Savings Bank deposits ih 


Insurance and superannuation funds .. 


Erust: cum see. 


Contingent and special ‘funds’ . 


Province accounts .. 


Temporary loan, New York .. 


Funded debt. 


Interest due and outstanding ie 


Notre.—The Dominion of Canada is also responsible for principal and interest on jem 
various Acts of Parliament, amounting to $753,080,146. 


negotiated by railways, under 
Table 4 for details). 
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TasLe 3.—FUNDED DEBT OF THE DOMINION PAYABLE IN LONDON, NEW YORK AND CANADA, As 


AT MARCH 31, 1932 


Nore.—Temporary loans are not now included in this table. 


money orders postal. notes, etc., 


$ 237,077,740 
441,933,589 
: A 243,337,218 
Se eae 12,035,421 
aes 9,895,948 
pee 88,398,829 
ae 614,406,239 
16,750,034 
44,885,161 
572,500,770 
94,625,223 


“goa75 816,172 oo 


$ 157,388,180 
6,811,793 


3,448,855 
a eet 23,919,677 
mae Re 90,147,427 
18,752,801 
1,923,062 
9,623,817 
15,000,000 
2,502,859,760 
1,868,191 


* out: 


$2,831,743,563 


ee 


eon Annual s 
Description Amount Interest Date of Maturity 
Payable 
Thereon 
PayasLe in Lonpon $ $ 
A per cent lean Oh L900 ie eae bee 93,926, 666 3, 757,067\Oct. 1, 1960 (on or after Oct. 1, 
giving 3 months’ notice). sande 
Bh percent IOAN OL BAI via nc ton eel ue 23,467,206 821,352)On a Le 6 months’ notice, or Jun tee 
33 per cent loan C. P. Ry. land grant.............. 15,056, 007 526,960 Tae 1, 1938. eee 
3eper cent loanofl930-b05bs21 2. oe ice oe 137,058, 841 4,797,059) July 1, 1950 (on or after July 1, 19: on 
giving 6 months’ notice). tee 
3 per cent loan of 1888. . 8,071,230 242,137|July 1, 1938. =) 
3 per cent loan of 1892.. 18, 250,000 547, 500|July 1, 1938. : 
3 per cent loan of 1894. . 10,950, 000 328,500) July 1, 1938. 
2 per cent loan of 1897 4,888,186 122,205 Oct. 1, 1947. 
Unpaid debentures ian. teens ae eo ee 1,230) oe eee 
Gross Totals ie oe oe 311, 685,372 11, 142,780 
hess sinking Pumas eh ee tine ees tetas cue yea g 62,007, 524 1-1 
Net Total eae a ee sae 249,677,848 11, 142,780 
Payasie In New York $ $ a 
5 per cent bond loan, 1915~1935....................- 874,000 43,700) Aug. 1, 1935, 
5 per cent public service loan, WG eee ee aed 1,000 .|Overdue. 
5 per cent public service loan, tha ee See oe 85, 000 Overdue. 
5 per cent bond loan, 1929 19M ee es 100,000, 000 May 5, 1952. Subject to redemp on 
bree 1, 1942 or at 60 days’ notice th 
after. x 
53 per cent bond loan, 1919-1929 pe bay (UN melee at were Orertans. 
4} per cent ten-year bonds...... 40,000,000 1,800,000) Feb. ee d 
4 per cent bond loan, 1930-1960. 100,000, 000 4,000,000 oe Pe io, or 60 days’ notice after ss 
ic 
Totalsce. cir ecard Ce ee tai 240,971,700 10, 848, 700) 


lla 


aor 3.—FUNDED DEBT OF THE eon MARCH ot. 1932 LONDON, NEW YORK AND CANADA, AS 
932 


Nore.—Temporery loans are not now included in this table. 


Victory Loan, 1918, 5 
Victory Loan, 1918, 5 
Victory Loan, 1919, 5 
Victory Loan, 1919, 5 
Renewal Loan, 1922, 53 


p.c., due 1923 
p.c., due 1933 
p.c., due 1924 
p.c., due 1934 


TG ue dao ot ey 


Renewal Loan, 1922, 53 p.c., due 1932.............. 
Refunding Loan, 1923, 5 p.c., due 1928...... pen 


Refunding Loan, 1923, 5 p.c., due 1943.. 

Refunding Loan, 1924, 43 p. ron due 1944.. 
Refunding Loan, 1925, 43 p.c., due 1940.. 
~ Refunding Loan, 1926, 43 p.c., due 1946....... 
Two Year Treasury Notes, 4 p.c., due 1932... 
National Service Loan, 1931, 5 p.c., due 1936... 
National Service Loan, 1931, 5 p.c., due 1941... 


Conversion Loan, 1931, 43 p.c., due 1956.......... oe 


_ Conversion Loan, 1931, 43 p.c., due 1957............ 


Conversion Loan, 1931, 43 p.c., due 1958............ 


Conversion Loan, 1931, 43 p.c., due 1959............ 


Gross Totals 


Less sinking funds 
Net Totals 
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76, 200 
169,971,850 
39,950 
226, 138,350 
18, 650 
34,449,950 
12, 801 
147,000, 100 
50,000, 000 
75, 000, 000 
45,000,000 
40,000, 000 
79,535, 200 


141,663,000 
43,125,700 


37,523, 200 
276, 688, 100 


285,772,300 


7,350, 005 
2,250, 000 
3,375,000 
2,025,000 
1,600, 000) 
3,976,760 
7,083,150 
2,102,378 


2,063,776 


15,217,846 


15,717,477 


2,012,599, 507 


105, 614,947 


389, 295 
2,012,210, 212 


1-1 
105, 614, 947; 


Annual 
Description Amount Interest, Date of Maturity 
Payable 
Thereon 
PAYABLE IN CANADA $ $ 
Provincial notes, Nova Scotia..............0.6.008 
Unpaid warrants, Prince Edward Island........... 
= Compensation tO BeIENCUTS... 251.5. esc es cc ce een 
Se @ompensation tO townsShips,...:...¢- 2. lé ence eee 
Province of New Beane 6 p.c. loan debentures Overdue. 

; vince of Canada, 5 p.c. loan oct aint ee Overdue. 
Dominion stock, issue A, 6 p.c....... Demand. 
Dominion stock, i issue B; 33 p.c Demand. 
Dominion stock, issue C, 33 p.c. Demand. 
ye benGures stock O19 eee esi eta e oe Overdue. 
Debentures stock, F bs = (eehool lands) 52s... July 1, 1934, or at 6 months’ notice. 
Debentures stock, 1 TEL PUN: ace Sang ae Overdue. 
War Savings Certi Raat Sop Age aha ke pe aera Overdue. 

4 War Savings and Thrift Stamps................... Overdue. 
_ Dominion of Canada War Loan, 1915-25, 5 p.c...... Overdue. 
~ Dominion of Canada War Loan, 1917-37, 5 p.c...... 90,166, 900 4,508,345] Mar. 1, 1937. 
Victory Loan, 1917, 53 p.c., rE) eg a eet eae 69, 1-1 Overdue. 
Wictory Loan, 1917, 54 p.c., due 1927. -:......5..:.. 43, 200 1-1 Overdue. 
Victory Loan, 1917, 54 p.c., due 1937............... 236, 299, 800 12,996, 489| Dec. 1, 1937. 


Overdue. 


2) Nov. 1, 1933. 


Overdue. 


Nov. 1, 1934, or at six months’ notice. 


verdue. 
Nov. 1, 1932. 
Overdue. 
Oct. 15, 1943. 
Oct. 15, 1944. 
Sept. 1, 1940. 
Feb. 1, 1946. 
Dec. 1, 1932. 
Nov. 15, 1936. 
Nov. 15, 1941. 


Nov. 1, 1956,Subject to redemption Noy. 
a ste, or subsequently at 60 days’ 


Noo ane "1957, Bears 53 p.c. to Nov. 1, 
1932, "subject to redemption Nov. 1, 
1947, or at 60 days’ notice thereafter. 


Nov. 1, 1958, Bears 53 p.c. to 


Nov. 1, 


1933, subject to redemption Nov.! , 
1948, or at 60 days’ notice thereafter. 
Nov. 1, 1959, Bears 5} p.c. to Nov. 1, 
1934, subject to redemption Nov. 1, 
1949, or at 60 days’ notice thereafter. 


TABLE 4.-THE GUARANTEED DEBT BY COUNTRY IN WHICH PRINCIPAL AND INTEREST AI 
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PAYABLE MARCH 31, 1932 


Amount outstanding \ 
at March 31, 1932 Principal and — 
Items. Held by | Held by the Interest payable 
Minister of 
Public Finance — 
$ cts: $ cts. 
GUARANTEED SECURITIES * 
Railway Securities Guaranteed as to Principal and 
Interest— 
1. Canadian Northern Ry. Co., 3 per cent deb. stock 
due 1953; £1,923 2870-0... nen eae een ae ee 9,359 906 (olay ela ae London. 
2, Canadian Northern Ry. Co., 3} per cent deb. stock 
due 1958; £1622 586=19-0)e. "5 pumany 9 weGene cise Te 800; BOS LG |) orn teers London and Canada. - 
3. Canadian Northern Ont. Ry. Co., 3} per cent deb. 
stock duel961,7£7,950;000-0-O)). sayy aue nee 34,229,996 87 1,540,003 13}London and Canada. 
4. Canadian Northern Alberta Ry. Co., 34 per cent 
deb. stock due 1960, £647,260-5~-6.................- $5140 ;008 66lc ee London and Canada, 
5. Grand Trunk Pacifie Ry. Co., 3 per cent bonds due 
1962;°£14;000;000-050 ee Psi oh hehe rane 34,992,000-00] 33,048,000 00|London, N.Y. and Canada 
6. Canadian Northern Alta. Ry. Co., 34 per cent deb. 
stock due 1962; £783, 661-L2-0 75s. feo a aes te 3,569,996 86 
7. Canadian Northern Ry. Co., 4 per cent deb. stock - 
and bonds due 1034: ). is kee a ak ee ee 17,060,333 33} 12,500,000 00/See footnote A. 
8. Grand Trunk aa Ry. Co., 4 per cent bonds due 
1962)63)280,00G-0-0 ice ee 8,440,848 00 7,499,952 00|/London, New York and 
9. Canadian Northern Ry. Co., 7 per cent bonds ‘ae Canada. 
LU ROSNER I Ee UR Me ENA oleye ie p24, 282000000) tei. cee ee New York. 
10. Grand Trunk Ry. Co., 7 per cent bonds due 1940... 24492 000500 | Cesar ee ee ee New York. 
11. Canadian Northern Ry. Co., 6} per cent bonds due 
LOA Gy os occas NON ed cree cn te epee sre ar 24,499,200: OD)..ccrsee re eee NewYork. 
12. Grand Trunk Ry. Co., 6 per cent bonds due 1936... 24475000; OO s.2 inn) ees New York. 
13. Canadian National Ry. Co., 5 per cent serial equip- 
ment Pond LPB nn Se NONEY hick Ab uot Carlet ce 19750000, 00) ei scar ses eee Canada. 
50; 000; 000" 00) 2 sts. 6S eee Canada. : 
«726, OOU;000 OO) eo io ree New York and Canada. 
17,0005 000; 00|2' 2 Ao. See New York and Canada. 
Lie Canadian National Ry. Co., 1927, ’ 
Deb-stock £75076; 801-020. eee ot een 292452 A09GU |e cee a ees eye London. : 
18. Canadian National Ry. Co., 44 per cent Gold S 
Bods: due dal. Ve say xe coh ee ee ee 65, 00D, OO0A00I eet eos New York and Canada. 
19. Canadian National Ry. Co., 44 per cent Gold t % 
Bonds dite l96R" vec aor esta ee eee cae Ga; 000;000) GO| sa sacaner prea London, New York and ~ 
20. Canadian National Ry. Co., 5 per cent Gold Bonds Canada. ae: 
due Suly 1 fone es re eons 60000; 000i00|e 58%.) eam aes London, New Yorkand © 
21. Canadian National Ry. Co., 5 per cent Gold Bonds Canada. 
ueOct. TelObO eric es een mn cee GO; O00; 000"COl 3) tee London, New York and 
22. Canadian National Ry. Co., 5 per cent Gold Bonds Canada. iy 
uel 9708 Meer cr ae ae eee tee ee ee 18 (000;000) 00) \aro> Ge ee ee London, New York and 
23. Canadian National Ry. Co., 43 per cent Gold Bonds Canada. ; 
Ro AT Copd MS ada hee cia ee MUS Hea egiat easton Mime CUR eg C8 50; 0005000 G0): anes London, New York and 
24. ae National Ry. Co., 43 per cent Gold Bonds a Canada. : 
CURE nee Cmca am Rme ompR nan SC Klien eek 70; OOO3000; 00) ec see ia ae te London, New York and 
25. Conadon National Ry. Co., 44 per cent Gold Bonds Canada. « 


due 1951 


50, 000,000 00 


753,080,146 41 


58,157,951 99 


London, New York and — 
Canada. 


Foornote A— £3,500,000—Sterling stock. 


$27,000—Dollar bonds which are payable in London, New York and Canada. 
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ABLE 4.—THE GUARANTEED DEBT BY COUNTRY IN WHICH PRINCIPAL AND INTEREST ARE 
PAYABLE MARCH 31, 1932—Con. 


Amount outstanding 
at March 81, 1932 


Other Securities Guaranteed as to Principal and Interest- 
Harbour Commissioners of Montreal, Montreal 
‘South Shore Bridge, 5 per cent Bonds due 1969... 

28. Canadian National (West Indies) Steamships, Ltd., 
5 per cent Bonds due 1955 

29. St. John Harbour Commission— 

(a) Bonded indebtedness of the City of Saint John, 
Bsamaed by (ommmmssione 27. 5. fet. a 


(b) Debentures of the Commission issued to the 
ae y of Saint John—5 per cent due Aug. 1, 

30. New Westminster Harbour Commissioners, 43 per 
centiaebenturesdue L948 062 ua hoses. howe 


Interest 
Items Held by Held by the payable in 
the Minister 
Public of Finance 
$ ets. $ cts. 
_ Railway Securities Guaranteed as to Interest only— 
¥ As Grand Trunk Ry. Acquisition Guarantees—Grand 
Trunk 4 per cent perpetual guar. stock, £12,500,000. (TUPCBE SABRES BI brs BU Me KO Mae London. 
Grand Trunk 5 per cent perpetual deb. stock, 
FESO SIIB eect YB 3 Sao SOP a ee eRe ON BA ACT O Yes ft ne London. 
Great Western 5 per cent perpetual deb. stock, 
AEONDRU SD), 20 5 aks Gi eae aN tek < ak ot EO EI TIBIAE BVA 8 PPG be Gia ACI SOR ae London. 
Grand Trunk 4 per cent perpetual deb. stock, £24,- 
Be AT CoE Ee Ne i ee eo ee oe ee MOON SOF O14 988 |o. ceetete eet London. 
Northern Ry. of Canada, 4 per cent perpetual deb. 
SIGS CUT a Pa at a Oe AAD ORO TO eGapeatieos aes ete ces London. 


216,207,141 67 


19,000,000 00 
9,400,000 00 


1,467,164 96 


667,953 04 
700,000 00 


31, 235,118 00 


Canada. 


Canada. 


Canada. 


Principal and _ 
Interest payable in 


London, New York and 
London, New York and 


$169,000 payable in London 
al. in Canada. 


New York and Canada. 


(Subject to revision) 
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_ Taste 5.—DEBT OF PROVINCIAL GOVERNMENTS FOR THEIR RESPECTIVE FISCAL YEARS ENDED 
IN 1932 


e 


Fiscal Gross Bonded Gross Tadivees 

Province Year or Treasury Bills Direct Tis yihaes 

Ended Funded Debt Liabilities £ 

$ $ $ $ 

Deer sh. x BOUL OUONUO| Mee ohm ae ees AS. a) fA 246 08 1987) cso Se ores 
Sept. 30:..: GI AOR TAGHGD|e yeeert omer. OSG RAG KOS | ns S57 ose teres 
58,739,662 00 1,162,092 00 59,901,754 00 1.318, 782 00 
OI OB TOOLS| noe dene 108,188,709 50 4,379,300 00 


499,686,000 00 
89,630,906, 24 
101,831,236 00) 
128,970,593 43 
112,060,761 00) 


37,505,000 00 
(b) 18,920,232 91 
26,388,469 00 
7,750,317 68 
11,481,490 53 


577,705,000 00 
124,558,809 97 
134,068,943 00 
149,600,999 72 
140,949,519 97 


86,618,000 00 
10,006,647 32 
34,383,034 00 
11,133,390 37 
68,187,857 23 


1,148, 451,596 90 


103,707,602 12 


1,363, 382,464 08 


215,977,010 92 


(a) Including gross funded debt, bank overdrafts and deposits due public. 
(b) EE exchequer bonds. 
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NOTES ON DIRECT LIABILITIES OF PROVINCIAL GOVERNMENTS 
7 IN CANADA ee 


Of the total gross direct liabilities of provincial governments in 2 
amounting to $1, 363 382,464 the gross bonded or funded debt amounted te 
$1,148 451, 096 while treasury bills amounted to $103,707,602 leaving a balance 
of approximately $111,000,000 representing “ other liabilities.” This lat 
amount is largely comprised of accounts payable, bank overdrafts, interest 
other miscellaneous items. 

The details concerning provincial liabilities for all provinces m 19 
not yet available but the ‘bonded or debenture debt was greater a in 
A brief analysis of this debt for 1931 will be of interest. 


Direct Revenue—Producing Bonded Debt—A_ considerable portian of 
bonded or debenture debt is of a direct revenue—producing character. ie 


shows “appr oximately some pr ere items included in the bonded debt ) i 
having earning capacities. 


Nova Scotia investment in Power Commission.. .. .. ., +. $ 13,300,000 
New Brunswick investment in Power Commission... .... .. .- ;000;0005 re 
Quebec Streams Commission. . 6,700,000. 


Quebec Housing Loans.. .. ert i. ee oe 4,600,000 
Ontario Hydro- -Blectric Powe er Commission... pe eg Alaa tne 188,300,000 
Ontario T. and N.O. eck a Bis Bog CORI aS i ae ee 30,300,000 
Ontario- Housing Loansii7. aa. -eece) eee et ee eee 
Ontario Draimage.. . 
Outario Agricultural Board Investments. 
Manitoba Government iealcasel System. . 
Manitoba Drainage .... . eas. ober: 
Manitoba Power Commission. . 
Saskatchewan Telephone. . é 
Sask afcer an Power Commission. . 
Saskatchewan Farm Loan Board.. . 
Apes ta Telephone (Treas. Bills not included) .. 21,900,000 =e 


$375,600,000 


in oe Yollowine ae for 1931. 


PROVINCIAL HIGHWAY DEBENTURES 


Amount 
Outstanding 
Province 193. ae 
Prince Edward isla s CUP A Viva CEE SLD Rg asa: gsc ir ak Nt $ 1,175:0004 
Nova Scotia... .. EA ete Ro Sac yoeee ane ae eee cee ee ac 19,748,930 
New Br unswick Sg PEI eee ee 35,928,810 
Gite ea. Be at Cie AN asa ees een eer ane 2 38,877,000 
Oriana ee ae Rae ae 162,566,276 — 
Mamita baie <i of kPa ee ee een 16,546,393 
Saskatchewan sie Toc Soa cae 3 ks tees ee ea 28,645,587 
‘Alberta: 2c. - Bie pry an itame Neo en a AS TE aot he 29,370,399 
Britieh: Columbia. 2)! oe Si cities Sie eee 41,604,416 
Portia: oss): oan Be eics aaa a a ke eae $374,462,811 


The total taxation from the distribution and operation of motor vehic 
and gasoline tax in 1931 amounted to over $43,000,000 while the motor tou 
expenditure was estimated at over $250,000,000 in 1931. eee are indirectl 
due to provincial investments in highways. 


15a 
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TES ON INDIRECT LIABILITIES OF PROVINCIAL GOVERNMENTS 
FOR THE YEAR 1932 


In addition % the direct liabilities of provincial governments all of the 
provinces with the exception of Prince Edward Island and Nova Scotia also 
show indirect liabilities which constitute guarantees for loans to or bonds issued 
_by railways, municipal and other institutions. While the governments are 
liable for the payment of such debt in the event of non-payment by the com- 
‘panies or institutions issuing the bonds, there is generally good security and 
the liabilities guaranteed by the provinces are never included with direct pro- 
-vincial debt. 


The following notes describe the bonds guaranteed by each individual 
_ province:— 


New Brunswick—N.B. Cold Storage Company’s Bonds; New Brunswick 
and Seaboard Bonds; Town of Campbellton; Fredericton and Grand Lake Coal 
and Railway Company; Southampton Railway Company; Farmers’ Co-opera- 
tive Creamery Company; N.B. Potato Products Limited. 


Quebec.—Verdun Protestant Hospital; Hull Court House; Technical Schools 
in Hull, Montreal, Quebec, and Three Rivers; Polytechnic Schools in Mont- 
- real; Municipal Debentures, Three Rivers, Terrebonne, Ste. Agathe des Monts, 
Riviere du Loup, Grand’Mere. 


Ontario—T. and N.O. Railway Commission, Niagara and Presqu’Ile Park 
Commissions; Universities of Toronto and London; Municipal Debentures for 
towns of Bruce Mines, Matheson, Capreol, Tisdale, Cochrane, Haileybury, Tim- 

mins, Kapuskasing and Englehart; Municipal Housing Act in certain cities and 
towns; Hydro Electric Power Commission ($65,338,590 in 1931); Department 
of Education Act and amendments. 


ae Manitoba.——Municipal Debentures inc. Interest and Bank Overdrafts; 
_ Advances to Municipalities by Banks re Seed Grain and Fodder Act, 1932; 
oo Provincial Savings Office Liability to Depositors. 


: Saskatchewan—Canadian Northern and G.T.P. Branch Lines Principal 
and Interest on Debentures; Saskatchewan Co-operative Creameries Ltd. Bank 
Loans; Drainage District Debentures; Advancement of Agricultural Interests; 
Dominion Government Seed Grain Advances; Superannuation Account Accrued 
Interest. 


: ier tar. —Trrigation District Debentures; Drainage District Debentures; 
University of Alberta; Co-operative Credit Societies; Alberta Hall Insurance 
Board; Co-operative Marketing Associations. 


British Columbia.—Guarantees Canadian Northern Pacific Railway Rail- 
way Co. ($40,157,523) now operated by C.N.R. (B.C. Government holds first 
mortgage on all C.N.P. railway lines within Province); Pacific Great Eastern 
ilway Co. ($20,160,000) ; Vancouver and District Joint Sewerage and Drain- 
ge Board; Agricultural Credit Commission; West Nicomen Dyking District. 
‘Sinking funds have been established in_connection with the four last named 
arantees. 


16a 


(Page 12 of Manuscript) 


TABLE 6—GROSS BONDED DEBT, ALSO TOTAL DIRECT LIABILITIES OF AL 
MUNICIPALITIES, BY PROVINCES, FOR THE CALENDAR YEAR 
_ENDED DECEMBER 31, 193] 


(Subject to revision) 


Total Direct 
Province Bonded Debt Liabilities 

Alberta wee Bee Una alt caren hho seni ea 0 $111,315,046 © 
British Columbia. So a ee ee ae Unis OGG 129,913,890 142,111,273 
Miranibolba.. 5 See Se Ae ae ens ere nee ane 116,864,937 152,224,499 
New Br unswick SOON OTS Coa CON mente a 21,477,521 not available 
Nova Sieotiaut. ete ie air i terrae ea irae a 31,386,025 41,902,980 
Ontario... » ag OU aa area etc eens 499,002,074 620,835,266 
Prince Edward Island. et een erent (ery) UVR ye ill not available 
Quebee i) 25 os a a ae Se ee ne 362,132,334 444,813,084 
Saskatchewan.) as. ce ee 47,488,595 not available 


$1,288,808,157 (b)$1,584,031,475 


(a) For the year 1930 later figures not available. 


(b) Includes figures of bonded debt of municipalities in provinces of New Brunswi 
Eaieee i Adward Island and Saskatchewan, where totals of direct liabilities are 
available. 


NOTES ON LIABILITIES OF MUNICIPALITIES THROUGHOUT. 
CANADA 


There are over 4,200 municipalities throughout Gina All municipalit es 
possess borrowing powers under more or less restriction by their respective pro-— 
vincial governments. These powers are largely employed for extension of public 
services, the cost of which could not be met by current annual revenue. Erec- 
tion of public buildings, educational and other institutions, the cost of public 
utilities, the laying of water and sewer services, pavements, sidewalks and other 
permanent improvements are therefore usually undertaken by issuing debentures 
for a term of years and, generally speaking, sinking funds are provided annually 
to meet the maturity of the debentures so issued. Debt so incurred is therefore 
known as bonded or debenture debt. Other liabilities consist of temporary loans — 
and overdrafts on banks, accounts payable and miscellaneous current floating 
liabilities. 


It will be seen from the table that bonded or debenture debt forms the 
large part of municipal indebtedness. 
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WITNESS: 
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ag SU oon ran! Bi So MEME Sat 
Loe NeRa ee lia Tigad 


MINUTES OF PROCEEDINGS 


House or ComMoNns, 


Tuourspay, March 16, 1933. 


. The Select Standing Committee on Banking and Commerce met this day 
a a.m. 


Members present: Messieurs Arthurs, Baker, Bowman, Euler, Gagnon, 
ong, Geary, Hackett, Hanson (York-Sunbury), Howard, Hurtubise, Lawson, 
Millan (Saskatoon), Matthews, McPhee, Mercier (St. Henri), Morand, 
Perley (Qu’Appelle), Pettit, Power, Robinson, Smoke, Speakman, Spencer, 
stanley, Stevens, 26. 


Mr. R. C. Matthews, Chairman, presiding. 
[The Committee further considered the Resolution: Re Debts and Interest 


After discussion of statistics concerning public debts, filed with the Com- 
ttee at its last meeting, and printed as Appendix “C” of the proceedings of 
st meeting, Dr. R. H. Coats, Dominion Statistician, was heard on the matter _ 
rivate debts. 
_ He filed, for the use of the Committee, a memorandum, printed herewith 
Appendix “p” , Shewing:— 

_ A-—Statement of Bonded Indebtedness of corporations; 
_ B.—Bank Loans; 
_C. Farm mortgages. 


The witness also dealt with the matter of urban ees and book debts. 
Discussion followed. 
“he Committee adjourned to meet at the call of the Chair. 


T, i. McEVOY, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


House or CoMMons, 
Marcu 16, 1933. 


or rhe » Select Standing Committee on Banking and Commerce met at 11 o’clock, 
Mr, R. C. Matthews presiding. 


The CxHatrRMAN: At this morning’s meeting, Dr. Coats will discuss a memo- 
um on private debts, after which the meeting will be thrown open for dis- 
sion. Copies of the memorandum (Appendix “D”) will be distributed to the 
bers; but before proceeding, I think the meeting should be left open to ask 
e ions, or have further discussion, on the memorandum of public debts which 
as submitted at the last meeting. If there are no questions the members desire 
kk, I should like to ask Dr. Coats, or those associated with him, to proceed 
the statement. 

Mr. Hanson: Well, I have a question to ask Dr. Coats, and it is purely a 
itical one. The financial critic of the Opposition in the Provincial Legislature 
ew Brunswick, when speaking on the gross debt of this country, Dominion, 
-rovincial and municipal, —TI have not the paper with me at the moment, and T 
m not sure whether he included private debts or not—said that it amounted to 
2,000,000; 000, and he quoted Dr. Coats to that effect. I am quite satisfied his 
S tement i is. absolutely incorrect, but I should like to know if Dr. Coats ever 
de such a statement, and if it is incorrect, what his estimate of the debt is. I 
like the newspapers here to give some ‘publicity to it. 

_ Mr. Lawson: Dr. Coats gave his estimate as something under $7,000,000,000. 


Hon. Mr. Stevens: It will be found in appendix “C” of our Minutes of 
oceedings and Evidence, No. 1. 


_ Mr. Hanson: I do not know where he got it, but I want to contradict it, 
cially, if I can do it. 


oe a Lawson: It is summarized on page 3 of the memorandum. (Appendix 
. 


Mr. Hanson: That is a summary of the aggregate debt of Canada. 

Mr. Lawson: It includes the Dominion, provinces, and: the municipalities. 
ES Mr. Hanson: This is a statement of the public debt? 

Dr. Coats: It is a statement of the public debt, as I gave it. 

r. HANson: You never made any other eaiemcnt? 

Dr. Coats: Not yet, no. 

_ Mr, Hanson: That is all I want. 


Mr. Speakman: Mr. Hanson, in New Brunswick, was the statement that 
en an aggregate of public debt, or public and private debt? 


z Hasnow: My understanding is it was the aggregate of public debt, 


€ CHARMAN: f de bee aoa to interrupt this discussion, but is this 
ttee concerned about what is said in New Brunswick? 


14 SELECT STANDING COMMITTEE 


The Cuamman: The Committee was supplied with a statement of the 
public debt prepared by the Bureau of Statistics, and if any one in this Com- 
mittee wishes any questions answered concerning that memorandum, it is quite — 
allright, but to bring up a discussion that took place in some other assembly is 
quite another thing. 

Mr. Hanson: I do not want to get into any discussion, but I want to get 
figures officially from the Dominion Statistician who is in a position to give 
them. 

The CuarrMan: That was covered at our last meeting. 

Mr. Hanson: It was not published at that time; we did not have this for — 
reference. : 

Mr. Stanzey: I do not know whether my inquiry will be within the scope — 
of this Committee, but still it will be interesting to some of us. I am not sure 
of the situation in some of the provinces, but I know something about the 
province of Alberta, and I shall refer only to that province. I think the 
same principle would, probably, apply to the other provinces as well. On page 
11 I find, under Alberta, notes of indirect liability of provincial governments for 
the year 1932, the following: “Irrigation District Debentures; Drainage District 
Debentures; University of Alberta; Co-operative Credit Societies; Alberta Hail — 
Insurance Board; Co-operative Marketing Associations.” No doubt the debt 
summary which is shown here in the memorandum includes all those debts, and — 
I presume, as far as the University is concerned, it is a permanent debt. When 
you come to consider the question of telephones, you will find we have $26,- 
000,000 in our province invested in telephones, but along with that there is a 
very substantial sinking fund. There may be, and probably there is, a sinking 
fund in connection with those other amounts. For instance, take the Irrigation 
District Debentures. I do not know what provision is being made, but my — 
thought is this: if we are giving to the public an idea of debt from the various — 
provinces—take my own, as an illustration, the province of Alberta—there should | 
be some consideration given to what provision has already been made in the way 
of a credit as against the debt that is being charged for in our statement. Do 
you get my point? : ; 

Dr. Coats: Of course, the Committee only asked me to present a statement — 
of the debt of the provinces, not an analysis of the soundness, or unsoundness, 
of the financial situation. That is an entirely different thing. 

Mr. Hanson: This is a direct liability, and takes no account of sinking 
funds. 

Mr. Stantey: Let me finish my question. 


Mr. Hanson: I just wanted to clarify your question. The figure on page 
9A of the Appendix, $1,363,382,464, gross liabilities of provinces, does not take 
into account anything in the nature of an offset by way of sinking fund? 


Dr. Coats: No, these figures are transcripts of the public accounts of the — 
provinces. They are the gross direct liabilities as recorded in the public accounts _ 
of the various provinces. 

Mr. Hanson: Following Dr. Stanley’s point, in order not to paint too black 
a picture, there should be submitted with this summary a, statement, we will say, 
of the sinking funds which the provinces actually have on hand. Now, for 
instance, the province of New Brunswick has a sinking fund invested in govern- 
ment bonds, Dominion and Provincial, equal to about 18 per cent of its gross — 
debt, besides other assets of which I am not speaking. That would reduce the 
provincial debt of New Brunswick by that amount. oe 


Dr. Coats: A sinking fund does not reduce the amount of the debt. 


Mr. Hanson: It shows that difference between the net aggregate debt and 
the gross aggregate debt. : 
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Sani: Mr. Chairman, Dr. Coats is perfectly right, statistically speak- 
There is no question about that, and I am not disputing it. I want him to 
stand that. The purport of Mr. Speakman’s motion is to give to the public, 
h this Committee, direct information as to the financial standing of Canada 
id its various parts. Take another illustration from my province. Large sums 
“money have been invested by the province in irrigating certain lands. Those 
nds in turn have been sold on contract to settlers. Payments are being made 
time to time, and those monies reserved for the repayment of the loans 
e. 
_ Now, there is a vast difference between money borrowed to be invested in 
hways in the province, as a permanent improvement of the province, and 
ley borrowed to be advanced on a marketing scheme, or on a land settlement 
me, payment of which is to come back. Do you get my point? 


Mr. Lawson: Could it not be summarized in this way: the statement that 
s been prepared is a statement of debt, with no attempt to compute as against 


Dr. Coats: Quite so. I did not understand Mr. Speakman’s resolution at 
in the sense of the last speaker. I understood that he wished to obtain a 
, from the banking and currency standpoint, preeminently, of the aggregate 
lic debt of the country, irrespective as to whether there are assets over and 
ve, or under it. This in no way affects the solvency or insolvency, if you 
ght say so, of the other provinces. 

Mr. SPEAKMAN: Exactly in the same way if I were to secure an aggregate 
ement of the aggregate amount of the farm mortgages in the country. Natur- 
y there are land values which more than offset the mortgages, but at the same 
me it is a debt which has to be paid. 

Mr. Hanson: Yes. But in that very connection you do not want to set up 
ne-sided picture. If you do, you will put out a hopeless proposition to the 
ople of this country. 

Mr. SPEAKMAN: Yes. 

Hon. Mr. Stevens: Turn to page 10, Mr. Hanson, of Appendix “C”, and you 
find a statement there showing the direct revenue producing bonded debt. 
Mr. Speakman: There is a statement on page 2 which apparently covers 
. It shows where the governments hold the bonds of other governments as 
of the sinking fund. That is a common practice among governments. 


Mr. Hanson: What is that? 
Mr. Speakman: Look at the page on which you find, “Aooregate of Public 


_ Mr. Ganonc: I think what we are trying to get at really is, what our debt 
and how we are to pay it. We have to figure out the national income, and 
tional income has to pay the interest on the bonds for irrigation loans, for 
‘dro and everything else. 

Dr. Coats: May I say one word in explanation of the point that Mr. 
son has brought up? If you are going into the question of offsetting assets 
_ the spirit in which the remarks, up to the moment, have been made, you are, 
id lke to point out, undertaking a very extensive piece of investigation; 
u are up against this point: that in the public accounts of a province, 
province is a law unto itself in the matter of the way in which it shows 
and what constitutes assets.. For example, if you turn to the public 
ts of Ontario, you will find that the province of Ontario gives as an asset 
am. speaking from memory now—I think about $700,000,000 on account of 
stted forests on Crown lands, forests that are still in the possession of 
own. But in Quebec you will find the principle quite different. Timber 
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limits in the province of Quebec are just as much an asset, but Quebec dae ot 
take that view of the case; does not make any entry, if I remember correctly, o 
undeveloped natural resources. You will find other points like this seattered 
throughout the public accounts. Alberta regards as an asset the capitalized 
value of the annual Dominion subsidy to that province, and has capitalized that. 
I think, at five or six per cent, and enters it as a capital asset. 


Mr. Hanson: For balance sheet purposes? a 

Dr. Coats: For balance sheet purposes; and I think New Brunswick does th 
same thing. 

Mr. Hanson: No. 


Dr. Coars: Does it not? I am speaking from memory. It is a ver 
complicated matter. If I remember correctly, Nova Scotia used to do 
it, but has discontinued it within the last two or three years. Of course, in the 
purview of the public debt of the country, that I was attempting to give in thi 
statement, any statement of that kind, or any statement on the public finances 
of that kind, would have to be co-ordinated as between Dominion and Provinces 
If we agree as a matter of practice that the Dominion subsidy should b 
capitalized as assets by the provinces, then we would have to show in the — 
Dominion accounts, a capitalized liability, or else we would be very badly 1 
the hole. I am just pointing out those items by way of showing you what one 
is tackling when he undertakes an excursion into the problem of public debts 
and it is a matter in which one would have to go past the Dominion Bureau 
Statistics. One would have to go to the Treasury Board of the several 
provinces. 

Mr. Hacxerr: To obviate all misundertanding, has it been made clear ie 
the Committee that Dr. Coats is neither an auditor, nor is he an appraiser. 
He has certain material which comes to him from the public accounts, bot 
of the Dominion and of the provinces, and possibly from some public bodies 
and he has attempted to put those accounts together and to explain them, to 
some extent. Notwithstanding that, he is limited to the information which i 
supplied him by public accounts, and cannot be expected to give definitely 
the exact surplus of assets over liabilities, or the contrary, if it should prove t 
be the situation, from the information before him. I think if we understan 
that, ve picture which some have described as black, will not be misleading. 


r. Speakman: Mr. Chairman, one of the members of the Committee — 
ae what he thought was the point I had in mind, My idea was to obtai 
a reasonably correct picture of the obligations of this country, public a 
private, and to ascertain the relationship between those obligations and t 
annual obligations consequent thereto, due to interest and other charges, as com 
pared with the total revenue of the country. 

Now, in ascertaining that, it is not necessary to ascertain the actual tangib 
assets which lie behind them. Of course, there are assets which lie behind 
them; but it is a question of relation between debt and the annual charge 
consequent thereto, which is one thing, and the total national income from all — 
sources, which is another. The only point which affects it is the question of — 
sinking funds, which are either in bonds or in cash, which one government paid — 
out and some other government paid in. In a case like that, those bonds a 
not, and should not be counted twice in our accounts. I mean, if a province 
for example, holds in a sinking fund, a certain number of Dominion and pro- 
vincial bonds, those are not to be counted twice. Dr. Coats has alluded to tha 
in his preface. Apart from that, I am not suggesting that the country is bank. 
rupt. That is not my purpose at all. That is not my idea. My idea is t 
ascertain the relationship between the total obligations and the annual char 
consequent thereto and incident thereto. That is one thing, and the nations 
revenue on the other hand to see to what extent they balance, to what exten 
they may be improved, and to see how we stand from that point of view. 
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r. Hackxerr: Will you go a step further? Are not the obligations to some 
tent the revenue? The obligations of the Dominion may very well constitute 
source of revenue, in so far as their bonds are held by provinces? . 


_ Mr. Speakman: Certainly. I said as a sinking fund. Where bonds are 
held in a sinking fund, then the picture would show those bonds twice. 
_____Mr. Hanson: That is right. 

oe Mr. SpeakMAN: But apart from the actual bonds being held, or cash 
being held in a sinking fund, the question of the assets lying behind liability 
does “38 enter into the picture from the point of view of what we are trying 
to get. 

_— Mr. Hacxkerr: Dr. Coats might be put in a false position. 
_ Mr. Hanson: It is not our intention to do that. 
_ Mr. Lawson: That is perfectly clear. 

Dr. Coats: I might explain, in a few words, what we do in the Bureau of 
atistics on public finance. We have drawn up a standardized classification for 
y year, on public finance, under four main headings: Revenues, expenditures, 
sets and liabilities. Then we have gone with the help of the provincial treasurers 
and the Department of Finance—we have gone through the various public 
accounts, and reassembled them in this ideal, as you might call it, classification. 
That is, for the purpose of getting comparative figures, and sum totals, we have 
llowed a consistent principle throughout. 
‘The Cuarrman: Gentlemen, are there any further questions you would like 
ask Dr. Coats before we proceed? 

_ Mr. Lawson: When you say proceed, Mr. Chairman, you mean pass from 
_ public debt to private debt? 
_ The Cuatrman: Yes. Dr Coats will now make a statement with reference to 
private debt. 
_ Dr. Coats: On the subject of private debt. Gentlemen, by private debt is 
meant non-governmental debt, I presume. It is frankly impossible, short of an | 
aborate inquiry into all these sums owned by individuals and partnerships, 
mpanies, undertakings of every business description, to arrive at anything like | 
complete figure on private debt. To carry out that kind of an investigation, 
_ even if it were possible, would amount to a census of the people over again, froin \ 
this particular point of view—something which has never been attempted. 
Mr. Hackett: How could you define private debt, every private debt is a 
private asset, is it not? 
Dr. Coats: That, again, is something which would have to be most carefully 
tak n into consideration; the framing of a questionnaire. What should we ask 
the individual? It would be a parlous undertaking, to attempt to analyse so many- 
sided a thing as finance, through a questionnaire to the millions of people 
to whom it would have to be addressed. I would want at least some week’s 
ime to draw up the questionnaire in the first place. It has never been done. It 

has never been attempted anywhere, so far as I know, and it would be, of course, 
very costly. : 
_ But there are certain partial figures on private debt which I think it is 
teresting to bring together as an indication, so far as it goes, of the general 
uation. It seems to me that there are five main headings under which we can 
roach this thing, in the way we have attempted to do it. There is first the 
mded debt of private corporations. Then there is the total of bank loans. 
‘hird, there are farm mortgages about which we know something. Then there 
two further items on which we know very little—one_is mortgages on urban 
operty, and the other is ordinary book debts. Now, it is only on the first three 
se that there is anything in existence that can be considered in the nature 

tistics. Those three are: bonded debt of private corporations, total bank 
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loans, and farm mortgages. Now, I have brought together figures under these 
three headings as being good, in so far as they go. I could pass these memoranda 
around, and then I could tell you what is available under the remaining items: 
urban mortgages and book debts. 

Mr. Hanson: Dr. Coats, you made an estimate, as I understood, of the 
bonded indebtedness of corporations. I could understand how you would get 
that of a Dominion corporation because under the Companies Act they have to 
file with the Secretary of State, all their mortgages and so forth. But with 
companies incorporated under provincial jurisdiction, can you do anything of 
the sort? 

Dr. Coats: Yes, we have an annual census, as you know. 

Mr. Hanson: Of the companies? 

Dr. Coats: Of production in Canada; every manufacturer, every producer, 
outside of agriculture, that is, makes an annual statement to us. 

Mr. Hanson: Makes a return of bonded debt? . 

Dr. Coats: We do not ask annually—occasionally we ask as to securities, 
and ask also as to where securities are heid. 

Mr. Lawson: Dr. Coats, with reference to bonded debts of private cor- 
porations, do you consider the Hydro-Electric of Ontario, for example, a private — 
corporation? 

Dr. Coats: No. 

Dr. Lawson: You say that is public? 

Dr. Coats: That is covered, if you will turn to page— 

Mr. Lawson: All public ownership corporations, though separately cor- 
porated, are considered as public corporations? 

Dr. Coats: What do you say? 

Mr. Lawson: I say that public corporations, public service corporations 
which are owned by governments and municipalities, and so forth—even though 
they may have a separate corporate existence—you treat as public corporations, 
and do not include their corporate indebtedness under private debts. 

Dr. Coats: Yes, that is true. We have put C.N.R. bonds, for instance, 
which are in the hands of the public—to which Mr. White referred the other 
day—which amount to $229,000,000, we include those in this statement. That 
is, the non-guaranteed bonds, we consider as private debts. 

Mr. Lawson: That is right. 


Mr. Hackett: For instance, in the province of Quebec there is a class of 
securities which is esteemed very highly, known as a fabrique loan, which 
constitutes, | am sure millions and millions of dollars. Most of these amounts ~ 
are borrowed on the promissory note of the fabrique, which is generally signed | 
by the priest and the acting warden. 

Mr. Hanson: Just explain what the fabrique is. 


Mr. Hackett: The fabrique is the name we give to the parish, the business 
end of the parish. Now, is there any record of those obligations, Dr. Coats? 
I think it would be in this. 


Mr. Hackett: That is a favorite category of investment, a favorite class 
of investment. 


Mr. Geary: We have a certain memorandum before us. Suppose we go 
through that, before we get into things that are not in it. 


The CuHatrman: Yes; Dr. Coats will complete his statement, and then — 
we will go on with questions. s 


Mr. Hanson: May we not ask questions as we go along? 
The CHAIRMAN: Yes. 
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Hanson: Well, Dr. Coats— 


egin to discuss it. 
Mr. Hacxerr: That is right. 
The CuairMan: Go ahead, Dr. Coats, please. 


mer. Coats: Gentlemen, I Mik the Pemennticn is largely self-explana- 
ory. Under the heading of bonded indebtedness we have grouped corpora- 
- under three headings: First, railways; second, manufacturing concerns 
third, others. 

Mr. Geary: On that point—you are dealing with part A, are you? 

Dr. Coats: Yes. 


Mr. Geary: What is C.P.R., $620,000,000. Is that their bonds or five ‘ 
cent notes or what? 


Mr. Hackett: Stock. 
Dr. Coats: I think Mr. Marshall can answer that. 
ee Nir. MarsHALL: $620, 000,000 of the C. P. R. consists of wae bonded indebted- 


Mr GEARY: nance what? 
: . MarsHautt: The debenture stock, not common stock or preferred 


. Hanson: This includes the funded debt of the whole system? 

. MarsHauu: The funded debt, yes. 

Mr. Geary: These notes are not what you call funded. 

Mr Hanson: I would say they are all funded—collateral trust notes. 

. Bowman: With respect to the C.N.R. $229,000,000, is that non- 


Mr. MarsHatu: Yes, that is non-guaranteed. 

Mr. Hanson: Including equipment trust certificates. 

‘Mr. MarsHauu: Yes. 

Mr. MacMiuian: What is the other $70,000,000? 

_ Mr. MarsHaui: That includes railways other than the Canadian National 
Cafladian Pacific. For example in this book “Statistics of Steam Railways 

anada, on page 63, the various lines, other than the Canadian National 

the Canadian Pacific, are enumerated. For example, there is the Northern 

rta, which is owned jointly and controlled jointly by the Canadian Pacific 

the Canadian National railways, so that is not classed at all. You cannot 

well include it under the C.N.R. or under the C.P.R. 


Mr. Hanson: The bonds of that road were guaranteed by the province 
Alberta. Are they included in the bonded debt of the province of Alberta? 


Mr. Marsuauu: If they are guaranteed by the province of Alberta, they 
e included there. 
Mr. Hanson: And are not in this $70,000,000? 
Mr. Marsuatt: No. 
Mr. Hanson: The effect is that there may be a duplication. 
Dr. Coats: We have avoided that, or tried to. 
r. GEARY: _ did not put Michigan Central in there, an American 
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Mr. Hanson: ‘Take for instance the Dominion Atlantic Railway w 
is a separate corporate entity with a large bonded indebtedness, but which 
controlled through stock ownership, I understand—I am not quite sure abo 
this—by the Canadian Pacific. Is that included in the $620,000,000 of oe 
CPR? ‘ 

Mr. MarsHatu: Yes, that is under the C.P.R. 

Dr. Coats: I might explain that apart from the railways, practically all ae 
the rest of these returns are in reply to a question put on our annual schedu 
to manufacturers and other producing concerns, mining and all that class. — 
think these figures pertain only to 1929. We have not repeated that. Mont 
them are two or three years old. 

Mr. Geary: Is the question generally answered? 

Dr. Coats: Oh, yes, it is very well answered. 

Mr. Geary: This would be fairly accurate? 


Dr. Coats: Yes. It is a point that involves very little or no trouble for the 
manufacturer or the concern to answer. What we have trouble with is getting 
records of the raw material used, and things of that kind. . 


Mr. Hanson: $229,000,000 to the Canadian National—how far have > you < 
brought that down? 


Mr. MarsHa.u: To the end of 1932. 
Mr. Hanson: Yes; that is approximately up to date. 
The CHarrmaNn: Mr. Marshall will continue his explanation. 


Mr. Marsuauu: The item for non-manufacturing companies, $680,000,000, 
comprises in the first place of the utilities such as the power companies, like 
Shawinigan; and secondly, mines; and third, all others, includes trading estab- — 
lishments such as the T. Eaton or Robert Simpson Company, and all those which — 
have bonded interest, and various financial and service corporations such as— — 


Mr. Hanson: Investment Trusts? 
Mr. Marsuatu: Investment Trusts, yes. 


Mr. Power: Why bring that up? May I ask where Beauharnois niche 
ness comes into this thing? 


Mr. MarswHatu: At the end of the utilities. 
Mr. Power: It is guaranteed, is it not? 


Mr. MarsuHat: In so far as it is guaranteed; I am not posted on that for 
the moment; whatever is guaranteed will be under ‘public debts, and se remain- 
der, if any, will be under this item. 


Mr. Geary: Under public debt. Where is it? 

Dr. Coats: Well, in the first statement we made yesterday. 
Mr. Geary: You mean the day before? 

Dr. Coats: In the public debt. 


The CuatrMAN: Now, is there any further discussion on non-manufacturing 
companies? 


Mr. MacMuwan: Under what head would investment trusts be oe 
Dr. Coats? = 


Dr. Coats: I think under financial, the third category. = 
Mr. MacMittan: In the $169,000,000? oN 
Dr. Coats: Yes, in that $169,000,000. 


Mr. MacMitian: Have you any idea how much money is ae in 
investment trusts in the country? [ 


Dr. Coats: We have not got the figures here, but we could tell you. 
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ae Naw fon bank loans. 
Yr. Coats: Gentlemen, the bank loans statement does not require any 
te It is taken from the usual monthly bank statement, with two items 
: “Loans to government”, because that is already taken care of in the 
ek i ienent: also “loans elsewhere than in Canada.” Those are not 
tered. The three: items as set forth in this make a total of $1,059,000,000, and 
» are taken directly from the bank statement. 

y. Geary: Dr. Coats, would you mind—I think Mr. Lawson asked the 
ion, but I didn’t hear answer. Under three, utilities, power companies, 


Toronto Hydro- -Electric is) ee take in that, because they are inter-related 

~ guarantees by municipality and government. 

Mr. Marsuatit: The Hydro-Electric is not included here. It would be 

luded in the statistics which were given the last day, because these are 

wanteed by the Ontario government. 

Mr. Hacxerr: And the harbour commission. 

_ Mr. MarsHatyi: The harbour commission is in the same category. 

Mr. MacMitran: Would it be possible for us to get a statement in refer- 

to investment trusts to date, the first organization of such character of 

bonds, and the amount of capital invested? 

The Cuatrman: I would suggest that a member wishing to get information 

at kind should go to the Bureau privately; that is without the scope of our 

, and I do not think it is pertinent to the discussion at all. 

r. Hanson: I think you are right. It is not in the order of reference. It 

a very live question. At the same time it does not come within the scope of 

reference. 

Mr. MacMuzan: If you will look at the reference, you will find that it 

includes everything, almost including the kitchen stove. 

on. Mr. Srevens: I think we should make clear to the Committee that 

Coats and his staff are not permitted to give private information, or infor- 

tion of private concerns. That is a question which could only be divulged 

r instance, | to a court of law, or under some very special order. I merely 

mention this in explanation of the duties of the Bureau. The Bureau is com- 
d to very serious obligations of secrecy and confidence; otherwise they could 
t or assemble these “general statistics. The general picture can be given, 

. of classifications and so forth but not the information regarding loans of 


r. Hanson: Not individual companies. 
fon. Mr. Srevens: No. 
Mr. Hanson:. That is quite right. 

Hon. Mr. Stevens: The same as in the Customs. No business of a private 
y is divulged by the Government at any time under any circumstances, 
, of course, under an order of the court or something of that kind. 
ir. Hanson: Yes. 
he Cuarrman: Now, the question of farm mortgages. 


ir. Srirr (Selkirk): Might I ask a question, Mr. Chairman: Is the amount 
deposits to be included as a debt owing to the public? 


Lawson: If it is, it is duplicating the loans. Substantially these loans 
le from bank deposits, so if you put in bank deposits owing to the public, 
duplicating it by $59,000, 000. 


Smrr (Selkirk): A lot more than that. 
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Mr. Geary: Every time you make a loan, you increase bank deposits by the 
same amount. 

Dr. Coats: That is what we are seeing every day. Most of the loans 
immediately reappear in deposits. When a man obtains a line of credit from 
the bank in the form of a discount of his note, he deposits the proceeds of his note 
which swell the amount of deposits at the same time as it swells the loan 
account. 

Mr. Hackett: Is that correct in Quebec where farm loans still come from 
the rentier, and the small man in the village who has retired from the farm? 

Dr. Coats: From the bank. 

Mr. Hacxerr: It is not from the bank. 

Dr. Coats: We are not talking about that in this item. 

Mr. Gary: I think it is well to get this information, but I think we ought 
to be very careful that it is not exaggerated information. I do not mind getting 
all the debts of the country exposed in proceedings in this Committee, but if 
there is any danger of duplication, of showing a worse picture (it is bad enough), 
—showing a picture worse than it is, then I think we should be very cautious. 

Dr. Coats: We have tried to safeguard against that in every way possible. 

Mr. Sprakman: I may say that one of my reasons for asking to get this 
information was because statements have been made from time to time all over 
the country of all kinds of figures, that I knew were not correct, and I wanted — 
to get something correct. 

Dr. Coats: I don’t think there is any possibility of duplication in the three 
items we have given under the heading of bank loans. If we gave deposits, 
there would be. 

The Cuatrman: Farm mortgages. Will you say something about that 
item, Dr. Coats? : i 

Dr. Coats: The information that we have given in this staement with regard 
to farm mortgages was obtained at the last census— 

The Cuatrman: Order, please, so that we can hear Dr. Coats. 

Dr. Coats: When the following question was asked: “Total mortgage on 
this farm, June 1, 1931.” The form of the question is given on the paper I | 
have given to you. In the instructions to the enumerators, it was pointed out 
—you will see the instruction quoted: Ae 


The mortgage debt to be reported under Inquiry 31 includes not cane 
the debt secured by an instrument called a “mortgage” but also debts 
protected by deeds of trust, judgments, or by any other legal instrument 
that partakes of the nature of a mortgage and which has the same legal 
effect. 

The answer to this question should not include any debts covered by 
crop liens, nor any debts secured by liens on implements and machinery 
or on live stock. It has reference only to a debt secured by a mortgage, 
or by an equivalent legal instrument on lands and buildings. = 


The total sum as reported under this question was $677,000,000, and odd ‘hie 
sands. Now, there is just one omission in that figure—at least there is an 
apparent omission in it, as the question was asked only from the owners of | 
farms. It is obviously impossible to get a statement of the mortgage on a farm 
from a man who has rented it, so this does not include mortgages on rented 
farms. The number of farms that reported mortgages, or other instruments, 
against the land and buildings was 654,279. There were 244,201 mortgaged to 
the extent of $677,564,100. There were 74,382 rented farms, and on the matter 
of mortgage indebtedness on rented farms, we do not know anything. : 


Mr. Hanson: Just in that connection, in which category, if any, do ae 
place farms held under agreements of sale? oe 
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mele Coats: Well, the instructions were as I have just read, that where there 
an agreement of sale, as in the west under the farm system, it is really a 
1ortgage. The enumerators were instructed to get that. 


. Dr. Coats: Yes, it was included. 
_ Mr. Hanson: Intended to be included. 


_ Dr. Coars: Well, it was within the terms of the question. Of course, in 
he east, I think agreement of sale has a somewhat different meaning. It some- 
times means something equivalent to an option. Of course, anything in that 
nature would not be included. 
___ Mr. Hanson: We have agreements of sale. A man going into possession 
under them and agreeing to pay a certain amount of cash and giving a 
mortgage. : 
_ Dr. Coats: This question was inserted at the last moment on the schedule 
___at the request of western farm organizations largely. The form of the question 
had to be reduced, had to be boiled down, to the narrowest possible limit in 
order to get it on the sheet, and we therefore asked it in the form I have 
described. 


+ 
al 
a 


___-Mr. Spencer: Could we get from your bureau the percentage of farm 
_ loans in the prairie provinces compared with elsewhere in Canada? 


Dr. Coars: Oh, yes. We have already issued a report which gives the 
figures of each province. 


Mr. Spencer: We would like to get that. 


____— Dr. Coats: I will give it to you. As a matter of fact, I have two or three 
here. This is a bulletin we issued some little time ago showing the mortgage 
debt by provinces. I will be very glad to give you a copy. 

Mr. Power: Have you the figures there showing the number of farms that 
are not mortgaged? 


Dr. Coats: Yes. The total is about 410,000. 

Mr. Spencer: Will this be included in the general blue book from the 
bureau? 

_ Dr. Coats: Yes; that is a preliminary statement. We propose bringing 
ut a separate volume giving the full details of the census of agriculture, and 
will be in that. 

_ Mr. Hacgert: Is the figure which you gave, 244,000, the total number 
f farms mortgaged in the Dominion, exclusive of the seventy odd thousand 
which are rented? 

‘Dr. Coats: Yes. 728,661 farms altogether is the total number. Those are 
654,279, owned or partly owned and then there is 74,382 which are rented. 

The Cuairman: Will you give the figure of the number mortgaged? 

_ Mr. Hacxerr: About 30 per cent are mortgaged, then? 

Dr. Coats: Well, whatever 244 is of 728. 


Hon. Mr. Evter: Is that information as to the number of mortgages and 
the amount of mortgages gotten from the owners? 


_ Dr. Coats: Yes, only from the owners, not from the renters. We did not 
lect it in the case of farms occupied by a renter, the assumption being that 
yuld not know whether there was an encumbrance on the farm or not. 


Hon. Mr. Evuter: I mean, you regard the information as accurate, although 
es from people who might not be disposed to give that information? 


Dr. Coats: Well, we have no reason to doubt the accuracy of this figure. 
esume there is a reluctance on the part of some to state the total amount 
heir indebtedness. I think it is less now then it used to be in years past. 


Sea 


BS met ata tiara oN. 
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Hon. Mr. Evuter: That is the way you got it, though? 
Dr. Coats: That is the way we got it. 
Hon. Mr. Stevens: There was no great difficulty. 
Dr. Coats: There were very few difficulties experienced in taking census. 
We run across all sorts of people, and it is astonishing the number of objections 
that are taken. 
Hon. Mr. Evter: Women giving their ages? 
Dr. Coats: There is a great deal of objection to that, yes. I do not think — 
there are more than a dozen—well, certainly less than 25 agriculturists in the = 
whole of Canada who wrote te us. We had, I think, perhaps that many cases — 
of farmers who wrote to us sending the information and refusing to give it to the ae 
enumerator; but it was a mere drop in the bucket. i 
Mr. Bose Your figures would show the owned and partly owned ae ne 
on which returns have been made, and it would indicate that the mortgage runs 
to about $1,000 a farm. . 
Mr. Hanson: What is the average? “re 
Mr. Bowman: You have 654,279 owned and partly owned farms, and the 
total amount of the mortgage indebtedness is $677,564,100, or an average of about — 
$1,000 a farm on all farms. 
Mr. Hanson: The average mortgage is much higher than that. ee 
Mr. Hackett: $2,713. ane, 
Dr. CupMore: We made the figure $2,775. 
The CHAIRMAN: That is the average. 
Dr. Cupmors: Yes. 
Mr. SPEAKMAN: Under the heading of partly owned farms, would come those 
that were being purchased by the farmer under an agreement of sale from some — 
land holding company. That was a doubt in my mind. I had a doubt in my — 
mind as to whether or not farms that were still held by the vendor, who may be ma. 
a land holding company or land selling company, but occupied by the farmer who _ 
was buying it under an agreement of sale, were classed as mortgages. 
Dr. Coats: Well, I think perhaps that it so; and there is also the case of 
people operating more land than they own. 
Mr. SPEAKMAN: Yes. 3 
Dr. Coats: But we asked them only in each case to give information as to 2 
the land that they owned. 
Mr. Geary: The information was obtained on the farm? 
Dr. Coats: Yes, by a personal visit of the enumerator. s 
Hon. Mr. Euter: There is a much smaller percentage of farm mortgages é 
than one would expect, if they told the truth. 
Hon. Mr. Stevens: It is a very good showing. : 
Mr. Hackert: Dr. Coats, only about sixty per cent of the farms appear toe 
be mortgaged. Is there a larger percentage of free farms in the eastern provinces 
than in the west? 
Dr. Coats: Yes, I think that is so, Mr. Hackett. I can send you a report — 
and an analysis of these figures by provinces, with a lot of other interesting data. 
Here are the percentages. 
Mr. Spencer: What page? . 
Dr. Coats: Page seventeen. Ontario 41, Manitoba 42, Saskatchewan = 
Alberta— e 
Mr. Hackerr: How many are there in Quebec? e 


a 
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Dr. Coats: The figure for Quebec is 32. 

. Hanson: And the Maritime provinces? 

Dr. Coats: New Brunswick 17, Nova Scotia 10, Prince Edward Island, 33. 
Hon. Mr. Ever: I suppose the reason is you got vour Maritime rights? 
Mr. Hanson: The reason is the people are more thrifty. 

r. Coats: I should be very glad to send a copy of this to the members of 
Committee. 

_Mr. Hanson: I certainly would like to have one. 

Mr. Moranv: Might I suggest the size of the farm is the size of the mortgage 
pectively i in each province—I do not mean individually—the percentage would 
) be down. 

Dr. Coats: Yes, that is shown. 

The Cuamrman: Dr. Coats, will you say something about urban mortgages? 
Dr. Coats: Well, the statement I have given there, includes three items 
which we have fairly satisfactory data. There are two items remaining, under 
heading of private debt, on which there must be very largely guess-work. 
é, oe, is urban mortgages, and the other is book debts. Now, on the subject of 
an mortgages, we are informed by the secretary of the Dominion Mortgage 
ociation that the total amount of mortgages on urban property held by cor- 
rate vendors directly, or for clients, amounts to $765,000,000.' That does not ! 
at all include the mortgages in urban property held by private individuals. 

Mr. Hanson: Or on farm property held by private individuals. 

Dr. Coats: We have it on farm property. 


Hon. Mr. Evter: Does your census schedule not call for information along 

at line?” 

Dr. Coats: No, we did not ask for mortgages on city property on the city 
edule. Part of our reason for not putting it on was the owners of larger 

ity properties were not visited by census enumerators. The mortgages that 

on large apartment buildings and large hotels. are ae covered by bond 


large, and we were of the opinion that there would be so big a hiatus in the 
lata that it was not worth while trying to get it. The United States census 
ried to get it, and got unsatisfactory results. That is in the case of urban 
roperties, urban homes. © 

Hon. Mr. Euter: Our percentage is higher than the States in relation 


Dr. Coats: Those figures would show so, yes, but I think that is largely 
to the insufficiency of United States figures on urban mortgages, which 
only applies to homes, you see. 

_ Mr. Arruurs: Where is the dividing line between urban and rural? 

Dr. Coats: We have difficuity with that. We call urban anything in- - 
orporated: city, town or village; but that involves certain inconsistencies 
tween certain of the statistics as between provinces, because of the different 
incial laws governing the minimum amount of population needed to in- 

ate a village. So if our statistics, for comparative purposes seem larger, 

yecause we call everything over a thousand urban, and under a thousand 


rp, Apruurs: Does that mean, Doctor, that all loans made in communi- 
of less than one thousand would be included in farm mortgages? 


Dr. Coats: No, it is rather on farm property, not on village property. 
re is one other figure that is a little low on urban mortgage, but I think it 


% 
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is included in our other figure. The insurance companies show a total o 
$437,000,000 on urban mortgages—no, $437,000,000 altogether, of whie 
$360, ‘000 000 are on urban properties, but these insurance companies are mem- 
bers of the Dominion Mortgage Association, I think. g 
Hon. Mr. Evuter: Insurance companies hold mortgages on only 433 
properties. 
Dr. Coats: %437,000,000 worth of mortgages held by insurance compani 
Hon. Mr. eee I thought you corrected it and said 437 properties. — 


Dr. Coats: $360,000,000 of those mortgages are on urban property, 
and $77,000,000 on eee property. Sie 
Mr. “SPENCER: What was the amount again? ; 

Dr. Coats: $367,000,000 worth of mortgages held by insurance compani 
on urban property; but ‘that must not be added to the figue given by t 
Dominion Mortgage Association. : 

Mr. Bowman: But it does not include mortgages on private property? 

Dr. Coats: Yes, that is what it is, on private urban property. 

Mr. Geary: There is nothing wrong with that, Dr. Coats. I think you wil 
find almost as many mortgages held by “private persons whose income is deriv oS 
from holding those mortgages. 

Dr. Coats: Precisely. That is what I began by saying, that we had no 
the total figure, because nobody can give it. There is no information availab 
on that, I think, in any way, shape or form as to the amount of individual 
mortgages held on urban property by private persons. If I had a mortgage 
on your city property, it is known only to you and me. 

Mr. Geary: Can you split that figure at all? 

Dr. Coats: No. oe 

Mr. Geary: I should like to know that. I should like to know how many 
farm mortgages there are held by private persons. 

Dr. Coats: No, I have no information. I was saying if J had, for example, 
a mortgage on your farm, that would be in our total farm mortgages, but if I had 
a mortgage on your city ‘property, or city home, then nobody knows that exce; 
you and me. 

Mr. Geary: Except it be by corporation. 

Dr. Coats: Yes, if I work it through that way; but there are a great num- — 
ber of mortgages the other way. 

Mr. Geary: The point I was making is, we must not get a one-sided vie 
of this mortgage situation. We will later discuss rates of interest. While 
mortgage companies are mortgagees in a great many instances, one must not 
forget that private persons, whose whole income depends on that source, are 
mortgagees also. We may consider government interest rates in regard 
corporations, but we must bear in mind that many private persons depend f 
their living upon the interest which they get from making investments 
mortgages. ne 

Mr. Ganone: A good many mortgages are held by American compan 
We know the situation in regard to bond issues, but there are a great m 
mortgages held in that way. Have you any information in that regard? _ 

Dr. Coars: We do not know anything about that. We know how many 
bond issues are held by American companies. 2 

Mr. MacMiuian: Have you an analysis of the iebigaae Bena ee at 
to corporate interests by provinces? 

Dr. Coats: Loans by whom, by corporations? 

Mr. MacMituan:. Yes. 
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We i know. Phage: the figures I gave you. The first figure 
0,000, ‘that represents loans on city properties by the various 
who are members of the Dominion Mortgage Association. 

acMILLAN: Have you a further analysis of the amount by provinces? 
. Coats: I daresay. I have not got it here, but I think it is available. 
fi ure I am giving you is not a figure of the Bureau of Statistics; it is a 
nished us by the Dominion Mortgage Association as a figure ‘of their 


Mir -Hackert: Do you ay oh have no record of the proportion of mort- 
eld by American lenders. I think that is important, because all along 
order, the American banks foe take a security on real estate. They 


: P Bowman: Coming an to the farm mortgages, have you any rockad 
average interest charged on those mortgages? Have you figured out 
1e average interest rate? ‘The average interest rate charged on those farm 

ges is peerenion by the return set out on page 3? 


et. T cannot give it to you - the moment. We hope to get it, but I 
is too low at the moment. We have to do some futher investigating. 


eee Are ay going to get it year by Neos 


GEARY: Year by fe 


we _ Dr. Coats: For the particular year in which we took the census. We asked 
question on the census. It was a rather difficult question because persons 


n really was the amount of interest paid or to be paid. In some cases 
took it for the amount of interest paid—at least I imagine that is the 
-there were a considerable oes of es which said “nil” and clearly 


Pe en: Did you say you have no information as to the Be 
“ae as distinct from corporations? 
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Mr. SpeEAKMAN: With respect to interest, I thought we had in mi 
certainly had—that we were to ascertain all the information we could from D: 
Coats, and then by calling outside witnesses, we could obtain supplementary — 
information. 

Dr. Coats: I was just going to say we are not now dealing with the subject 
of interest rates. That comes up in question No. 3, Mr. Speakman, and it is_ 
only incidentally that reference to it was made here. 

Mr. Hacxerr: Have you obtained information from the registry offices 
concerning the amount that is owing to individuals and corporations? ss 

Dr. Coats: No. We cannot obtain that from the registry offices. ~The 
registry offices keep records only of their transactions as they go along. They 
have no cumulative data. They have no means of knowing the amount of — 
outstanding mortgages at any time. ashe 

Mr. Hackett: I was not talking about the amount, I was talking about — 
whether the lender is an individual or a corporation. ce 

Dr. Coats: No, they do not classify them in that way. It is not available 
from the registry office. They merely keep a record of the business they do 
from day to day and year to year. ; 

Mr. Hackerr: Are there no figures showing the percentage of mortgages 
held a various farms by the various farm loan boards, for instance? 

“IGOMTS:t wed: 
a Hanson: That, of course, should be available. 


Dr. Coats: For instance, we have the report of the Saskatchewan Poe 
Loan Board. 

Mr. Hanson: The Farm Settlement and Loan Company of New ae 

Dr. Coats: Quite so. Ese 

ee Hackett: Giving the proportion? 

Coats: I do not remember. The farm report is quite a thick and 
cnr report. I happened to have the Saskatchewan report not long ago, 
and it was pretty thick. 

Mr. Bowman: It is very difficult for Dr. Coats to give us that picture. 

Mr. Geary: Would there be anything to show the difference, if any, in a 
person borrowing in 1914 and paying back in 1924, or 1925, and a person bor-— 
rowing in 1924 and paying in 1934? : 

Dr. Coats: Not from our figures. The only figures we have—we never 
attempted to keep those figures before 1931. We have no corresponding figures 
before that with regard to the past. Be 

Mr. Geary: There is nothing in your statistics to indicate the difference? 

Dr.’ Coats: No, 


Mr. Geary: In regard to the situation of a man who borrowed in 1914 or — 
1925, each one payable five years later? . 


Dr. Coats: No; we have nothing directly available on that and it would. be : 
a very difficult undertaking to analyze a list to see the year in which they were 
floated. The price index measures very correctly, and that taken in conjunction — 
with what is well known to be the prevailing rate of interest in those years, would — 
indicate what you are after. One knows what the farmers paid in the way oh, 
interest rates in 1914, and we also know what the prices were in that year, 
whether up or down— 


The CHatrmMan: I would suggest we now leave the question of interest. We : 
must deal with it later. We are now dealing with the question of private debts. 


Mr. Hanson: In addition to the interest rate paid by the farmer, have you 
any data of the service charge, so called, paid by the farmer? 


* Bag ta ee oceaa y 
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CuarMAN: That will come under another heading. 

- Bowman: Did I understand Dr. Coats to say there was one more item 

btedness? 

r. Coats: There is the subject of book debts. We know that last year in 

anada there were about 25,000 producing industrial concerns; we know there 
' e about 170 trading concerns, and we know there were about two and a half 
lion families. Now, every one of those has a probable debt, some sums in 

od of book debts on the books of somebody else, but there is no means 

ever of knowing them exactly. 


Mr. HACKETT: Do you make any Ceunenon between direct liability and 


‘Dr. Coats: No; I was thinking of book debts, which are hand-to-mouth 
S, as it were; that is, the ordinary family owes the butcher and the baker, 
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APPENDIX “ “D au 


iL 
Railways exclusive of bonds guaranteed as to 
principal: orimmtencsti ye. eee *$ 919 000, 000 
Canadian: National Railways. 2.02.92 2; 8 229, 000, 000 : 
Canadian: Pacitics anlwayee sg. 6 he ee 620, 000, 000 
OER Sry i epee eee 70,000,000 
$ 919,000,000 
II 
MANUFACTURING COMPANIES : ‘ See 
Motalivnwn: SarMey Abe nie bere a orero: <r >» $ =498;002;879 2* © 
Vegetable products. - Ea Hern re Moree cin de. Shan balineve eaN7 : 
Animal products (except textiles) . cat BOR ge he 16,044,042 
difceanllesaw oy ESRI Sr So, eae er ESD OO) 
Wood and paper pr NOCTLGHE Ti cal nee ig oe a ata 241,915,089 
Tronsamd: its products 3. %s) yaci tee eens ee ed Once) 
Nonferrous metals. 4%. con sean ee, ee ee ses OD 
Non-metallic minerals... .. pee fe Ge eee ea 544, 300 | 
Chemicals and allied pr oducts... fs cape eees eae 29.869, 261 
Miscellaneous manufacturing industries. . Maetherg caer pene tobi) 
IIt ' 
Non-MANUFACTURING CoMPANIES ss 
Motale ee see $ 680,422,720 a 
Utilities con er conn Mabon cee aa oe ae 3 473,312,839 : 
Mines.. .. eae 37 "363,758 
All other (includes mer rehandising, ‘financial and 
Service cOrporabiOoms)h ia ee oe es OOO Or oes 
IV i os 
Grand totali. ee eee eee in eee $2,097,515,099 “f 


B. BANK LOANS 


= Poe 

Statistics of bank loans in Canada may be obtained as at the end of ar 

month from the monthly bank statement. While there are six items in 
bank statement that are described as loans, one of these is “ Loans to Gove rH 

ments,” a figure already taken care of in the debtors’ statement, while 1 two 

others deal with ‘ Loans Elsewhere than in Canada.” The. items regarding 


was $1,059,269,650. The tems are oe follows: == 


Call and Short (not exceeding thirty days) loans in Canada 
on stocks, debentures, bonds and other securities of a sufficient Pegi: 
marketable value to cover.. .. Rea ELUVeRae nonaan 99,998,855 — 

Other current loans and discounts in Canada. PS Site ES, a 945, 740, 389 pate 

Non-current loans, estimated loss provided for.. .. .. .. .. .. 13,530, 406 

$ 1,059,269,650 


Farm Noe 


of all owned eae: ae 
Total morteace on, this farms Iumees Ost. 56s eye eee ee cae ae 
Interest paid! in: 193027 eee ee ea ee 


The report was asked for only for owned farms, as tenants in many 
would not know whether their farm had been mortgaged by its owner 0 


S : nay 


n ue owned farms in lie Dominion, 244,201 were mort- 
1e extent of $677,564,100. In the instructions to census enumerators, 


out that:— 


The mortgage debt to be reported under Inquiry 31 includes not 
the debt secured by an instrument called a “mortgage” but also 


ument that partakes of the nature of a mortgage and which has the 
same legal effect. 

ae _ The answer to this question should not include any debts covered 
: by crop liens, nor any debts secured by liens on implements and machin- 
y or on live stock. It has reference only to a debt secured by a mort- 
zane or by an equivalent legal instrument on lands and oe 


pee rented farms are probably not mortgaged to the same extent 
It seems probable that the grand total of all farm mortgages 
would reach $7 700,000,000. 
‘above figures, of course, do not include sums owed by the farmer as 
‘taxes nor sums owed to the banks or to implement companies. The 
might be found among the assets of municipalities but arrears of taxes 
ubtless helped indirectly to swell the liabilities of municipalities in 
years and-may thus be considered as included in governmental debt. 
of the farmer to the bank are, of course, included in the figures of 


SESSION rang 


"HOUSE OF COMMONS 


N (UTES OF PROCEEDINGS AND EVIDENCE 


No. 3 


THURSDAY, MARCH 23, 1933 


WITNESSES: 


ree 


Dr. R. H. Coats, F.S.S., Dominion Statistician. 


OTTAWA 
F. A. ACLAND 
‘PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
1933 


MINUTES OF PROCEEDINGS 


House or Commons, 
Tuurspay, March 23, 1933. 


Reeibers present: Messieurs Arthurs, Baker, Bowman, Casgrain, Donnelly, 
, Fafard, Gagnon, Ganong, Howard, Hurtubise Irvine, Lawson, Mackenzie 


‘(Qu Appelle), Pettit, Power, Robinson, Cenc Speakman, Spencer, 
y, Vallance, Willis—27. 


_R. H. Coats, Dominion Statistician, answered questions arising out of 
x “D”, filed at last meeting. 


iscussion followed. 


. P. Varcoe, Esq., K.C., Senior Advisory Counsel, Department of Justice, 
answered questions re jurisdiction submitted to Deputy Minister of 
{for questions, see page ix, Minutes of Proceedings, No. 1). 


ere was read a copy of a letter from the Attorney General of Nova Scotia 
which were answered the same questions. (For letter, see Appendix “EK”, 


rewith). 


T. L. McEVOY, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


House or Commons, 
TuHurspay, March 23, 1933. 


ne Select Standing Committee on Banking and Commerce met this day at 
m., Mr. R. C. Matthews, Chairman, presided. 

he CuatrmMan: I shall ask the Clerk to read a communication which has 
ceived from the Secretary of State. 


he Cuerx: The Secretary of State forwards a letter which was received 
oe Ng Provincial Secretary of Nova Scotia. (Reads). (For letter, see 
ix ae 
he CHarrMANn: At the last meeting of the Committee, Dr. Coats submitted 
atement on bonded indebtedness on corporation, bank loans and farm 
ies, which has been published as Appendix D to the Proceedings and 
e. At that time, a memorandum on private debts was distributed to 
mittee. Before passing from that subject, I have arranged with Dr. Coats 
ns rer any questions that members may wish to ask him in regard to the 
norandum presented at that time. At the next meeting, if Mr. Varcoe com- 
tes his submission this morning, we shall take up item No. 3 of Mr. Speakman’s 
nem: anc, and discuss rates of interest. Are there any Suede to ask 


SPENCER: I want to know if you have included the amount loaned 


Dr. Peas. In the statement of ft mortgages? 
Mr. eS Les. 


ted at the census of 1931 as a result of a personal visit of the enumerators to 
rm in Canada. One of the questions they asked has reference to the 
e indebtedness of the farm, which would include all mortgages from 


ae The statement Dr. Coats has given is a result of information 
by enumerators in the census of 1931. 


30wMAN: You are referring to the mortgage census, Mr. Chairman. 
CHainMan: Yes. 
OwWMAN: Is that the matter under discussion now? 


CuarrmMan: As I have intimated, Dr. Coats is here to answer any 
in regard to the memorandum distributed last week. I do not want 
er of the Committee to feel that ample opportunity was not given him 


TANLEY: Mr. Chairman, I regret that I was not able to stay until 
1g was concluded last week. In regard to eee on urban properties, 
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that information from Dr. Coats’ bureau? What steps are to be taken to give 
us information along that line, or does the Committee consider going into that 
phase of the question of debt? A 
Dr. Coats: At the last meeting I gave a figure as supplied by the Dominion 
Mortgage Association. They supplied us with the amount of their outstanding 
mortgages on urban properties. The total was $765,000,000. 


Mr. Stantey: Where is that? 

Dr. Coats: It is in my evidence of the last day’s proceedings. 
The CuHarrMAN: It will be found at page 25. 

Dr. Coats: It is not in the memorandum I submitted. 

Mr. Stanuey: I have it. 


Dr. Coats: $765,000,000. I may say, since our last meeting, I have had a © 
letter from Mr. Appleton, the secretary of the Dominion Mortgage and Invest- 
ment Association, to whom I have sent a request that he separate, if possible, this 
$765,000,000 by provinces. He has, as of March 10, been able to separate 
$57 1,000,000 by provinces, and he hopes to be able to bring that figure higher. 
I can give you the figures as separated for $571,000,000 of the $765,000,000, 
but perhaps it would be well to leave that for the moment. 

Mr. Bowman: I think it would be all right to put it on record, and get the 
rest later. 

Dr. Coats: Very well. Shall I read the figures by provinces? British 
Columbia, $37,014,200, making 6:47 per cent; Alberta, $10,953,265, making 1-91 — 
per cent; Saskatchewan, $17,461,525, making 3-05 per cent; Manitoba, $40,740,694 — 
making a total of 7:12 per cent. 7 

Mr. Spencer: Forty millions? 


Dr. Coats: $40,740,694, making 7-12 per cent; Ontario, $229,564,046 , making 
40-14 per cent; Quebec, $233, 862,151, making 40-9 per cent; Nova Scotia, 
$1,210,204, making -21 per cent; New Brunswick, $1,163,686, making -2 per. 
cent; Prince Edward Island, $3,432,—Prince Edward Island obviously is very | 
incomplete. 


Mr. Stanuey: How wide, or how large, a proportion of the probable loans is — 
included in the figures given by the Dominion Mortgage Association; is there any 
way of knowing? 

Dr. Coats: No. As I think I explained at our last sitting, the figures that 
were supplied represent inside that $765,000,000 pretty inclusively all loans made 
by corporations. We know, independently, what is included is included in that 
$765,000,000; but we also know that the insurance companies have $360,100,000 
on urban mortgages. But undoubtedly a very large factor in the urban mortgage 
situation are the mortgages that are held by individuals. That is a favourite 
form of making investments of more or less large sums; and, as you all know, ~ 
it is done by individuals themselves, and through legal firms. There are legal — 
firms in Toronto that do a very large business of that kind. 

Mr. Lawson: They do practically nothing else. 


Dr. Coats: I have heard of one firm that does practically nothing else, as 
Mr. Lawson says, and whose business runs into very big figures. The proportion 
of what this $765,000,000 is of the whole, is something that I know nothing 
about. 

Mr. Irvine: Are not all those MET GSP Bes registered under the Provincial 
government laws? 

Mr. Bowman: No. 

Dr. Coats: I do not think so, necessarily. I suppose most of them are 
registered at the local registry office. 
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ir. Bowman: Or at the Land Titles office, but no record is kept of the 
of the mortgage, except the original amount. 


r. Coats: It is impossible to obtain those from the registry office. The 
ty office merely records in annual reports the amount of business they do 
yy year. 
r. Lawson: You would need a staff of several hundred clerks over a period 
“many years to compute it. 
Dr. Coats: It cannot be done at all, as a matter of fact, because the registry 
es have no records of the payments made on mortgages. All they know is a 
rtain mortgage is registered at certain times. That is the beginning and the 
for the registry office until it is discharged. 
Mr. Lawson: You would be unable to distinguish how many were collateral 
curity on something else. I do not think it would be possible to compute it. 
Dr. Coats: Quite impossible. I know many years ago in an attempt to 
obtain this, I looked into the procedure in registry offices in the various prov- 
nces—they differ slightly in each province— 


By Mr. Vallance: 

Q. When the census was taken last time, according to your statement the 
other day, showed that 49 per cent of the lands in the province of Saskatchewan 
were without mortgage. In taking the census, is that question asked specifically, 
- how do you find it? How would the information be obtained that 49 per 
t of the lands in Saskatchewan were without mortgage. I am not doubting 
ur statement, but have you any way, as a statistician, of knowing what per- 
ntage of the 49 per cent is actually owned and operated by the owner of the 
nd.—A. Yes, 49 per cent, or whatever per cent it is, is the number of farms 
that reported to the census enumerators that they were not under mortgage or 
under any similar liability; that is, under any legal attachment of the nature of 
mortgage. 

— Q. What I want to get at is, that would include all land whether the owner 
a railway company, the C. NR. or the CP. R., or others who have probably 
acquired land through the foreclosure of mortgages?—A. The question was 
el only of owners, in the case of farms that were owned by the operator. 

Q. Are we to understand that 49 per cent of the farms in the province of 
katchewan, owned and operated by the owner, are without mortgages?—A. 
t is what our figures show. 

Q. Surely, Doctor, that is not correct?—A. I have not our report before me. 
Mr. Lawson: The figures are in a previous report. 


or. Coats: If Mr. Vallance would look at our report—I mean this report 


se ae Bisse: 7 have not seen this. 
Dr. Coats: That report gives the figures you are asking about. 


_ Mr. Vauuance: On this particular question, in dealing with the matter on 
he floor of the house, the Prime Minister astounded me, and I challenged his 
statement, that 49 per cent of the farm lands in Saskatchewan were without 

ortgage. And I now ask you, do you say that 49 per cent of the owner operated 


‘Dr. Coats: Well, I am saying if ee is in that report, it is so. I have not 
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Mr. DonNELLy: This does not include agreements of sale. The point abo 
it is that there are hundreds of farmers out there that do not own aa ai 
their farm at all. They bought land on half crop payments from the C.P. 
and they have no equity in the farm at all; they have an equity of a thousa 
dollars, and this is all; and as far as that 1 is concerned it is clear title land, all 
owned ‘by the C.P.R. but the farmers operating the land, have no mortgage 
against the farm. They have only agreements of sale, and they are payne Be 
under agreements of sale. 

Mr. Bowman: That is not the information we got the other ree on the 
subject. 

Dr. Coats: May I explain the question that was asked on this census _ 
schedule on this point. On the farm schedule which was taken by an enumerator 
to every farm, this question appears: 

The total mortgage on this farm, June 1, 1931, 


with a blank to be filled in. Now, he was asked to obtain the interest paid in 
1930. This instruction was given to the enumerator: 
This question must be asked of all farm operators who own all or 

part of the land they operate, but not of tenants or managers. ; 


The reason we do not ask tenants and managers is that they have not the 
information, and they would guess it. 


If the amount of the mortgage reported under Inquiry 31 one 


the total value of the land as reported under 28, the enumerator should 
state the reason in the margin of the schedule; 


that is if there was anything in it that looked like a foolish answer. Pet, 


The mortgage debt to be reported under Inquiry 31 includes not 
only the debt secured by an instrument called a “mortgage” but also 
debts protected by deeds of trust, judgments, or by any other legal — 
instrument that partakes of the nature of a mortgage and which has the 
same legal effect. The answer to this question should not include any 
debts covered by crop liens, nor any debts secured by liens on implements — 
and machinery or on live stock. It has reference only to a debt secured 
by a mortgage or by an equivalent legal instrument on lands and build- 
ings. 

Mr. Lawson: That is about as broad as one can make it. a 


Dr. Coats: Those instructions were given to the 15,000 odd enumeranaet 
that we employed, to govern their actions in getting this particular information. 


Mr. VaLuance: Then, the question has been prompted from behind as to 
what is the percentage of tenant farmers in Saskatchewan—you state in the 
instructions to the enumerator that he do not consult tenants. 


Dr. Coats: He should not. 


Mr. Vauuancr: So that farms that are now being operated by tenants do 
not enter into these figures? : 


Dr. Coats: Quite so. 


Mr. Vauuance: All right. That is 50 per cent of the land in Sock etches 
in my opinion. 


Dr. Coats: Well, we could tell you exactly what it is, from our report. 
Mr. Lawson: The report gives you the percentages. 


Dr. Coats: IJ think the total number of tenant farmers is 70 odd thousand 
in Canada. I am speaking from memory. ee 


The CuHatrman: In Canada? 
Dr. Coats: In Canada. I don’t remember by provinces. 
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a 
D Can you Ae, from this memorandum, with respect to the 
Saskatchewan? 


ATS: iobicg 


inate him as, ns a tenant, or owner, of the land? 
. Lawson: That is a question for a lawyer, hardly for a statistician. 
Coats: The total number of farms in Saskatchewan was 136,472; the 


Ar. eee on: That is what I asked vou; in “he fcneceeine es your 
erators, what is designated as a tenant? Is a man operating a farm on 
‘ lease basis recognized as a tenant or owner of the farm? 


-i Dr. Coats: Well, gentlemen— 
Mr. ce: That operator has no legal status; ee is ii hay 


; egin to irgat our enumerators on the legal onc the caauneee ald 
s of law that come up in connection with any industry. I assume that 
jat the ordinary enumerator did in filling out his schedule was to ask the 
m er, “Do you own this farm?” And if the farmer said, “ Yes,” it was 
l ned that he did. And if the farmer said, “ No, I am only a tenant, i 


Mr. Bere So that 2 famier operating under a crop lease is ae down 
eal ale would be assumed? 


fr. By ay: at ee have half a dozen farms sold to people that have 
dollar in them—under half crop eee Ga. they have not a a 


Ir. Bowman: And fe is sold subject to raters too. 

r. DoNNELLY: They have not the deed of the land. I have the deed of 
d. They have the property. 

». Howarp: May I ask Dr. Coats a question: according to his own figures 
he gave us, the figures stated there, 136,472 farms in Saskatchewan— 

r. Coats: Yes. 

ir. Howarp: Then you have your tenant farmers, which you said were 


‘Coats: Yes. 

‘Mr. Howarp: And your owned farms, 90,691; adding the two together, one 
. see other farms coming in some other category. 

Dr. Coats: Yes, There are two other categories. There are a number of 
oe and pene tenants. There are 24,737 of part owners, part tenants. 


es That would cover him. ‘Tt does not take care of the fellow 
sked you about, who is operating under a crop lease. I do not wish 


\ es 
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to press the point, but the thing I am trying to get is that these figures—I 
not doubt the sincerity of the compilation of the figures, I think those wh 
compiled them were sincere—but they can be misleading. I do not think the 
are true as far as the province of Saskatchewan is concerned. If 49 per cent 
of the land in the province of Saskatchewan is without mortgage, why have 
we to pay so much in farm relief to-day? Why, these fellows could go an 
borrow money on the land, if they have 49 per cent clear, of mortgage. Th 
thing appears to me to be ridiculous. 


Dr. Coats: Now, the only way to prove the accuracy of the census figure 
is to give me specific cases. We are constantly met with just such statements 
about all census figures; and I hope you will not think that I am exaggerating 
when I say that nine times out of ten, the census figures are correct. 


Mr. Bowman: Hear, hear. 


Dr. Coats: One of the commonest things that happens on the conclusion 
of every census, is the statement from this, that, or the other, city, “Oh, you 
have missed large numbers of our people.” Why, in the census of 1921, in the 
case of Montreal, there was so much agitation against our census figures that 
the daily press took it up and printed a form in the paper which they asked 
individuals who thought they had been missed to fill in and send to the city 
hall. That was done, and the city hall forwarded a number—I think it was 
twenty odd thousand—of persons who sincerely believed that they had been — 
missed in the census. We found 19,000 of them actually there, by actual search ~ 
in the records, and we found reason why a great many of the rest should not be 
there. They were enumerated somewhere else. A man had a house at Hudson 
Heights and was practising law in Montreal. He was not enumerated in Mont- 
real, but he was enumerated in Hudson Heights. He did not live in Montreal. 
The census was a de jure census, not de facto census, I can give you an illus 
tration where Saskatchewan sent in large supposed additions to the census— 
think it was 1926—2,000 names of persons who had been “‘missed.” We found 
97 per cent of them had actually been enumerated and yet those “missing” 
names were sent in in all sincerity. Ca 

A rather amusing incident occurred in connection with this same thing. I 
had a visitor—a member of the Senate—who told me, at length, how he had — 
made careful inquiry, and not a member of his somewhat large household could 
have been enumerated. But every one of them was there—his sister-in-law, a 
Scotch servant, and two or three others—in full detail. There was not an 
omitted figure about it, and they were all correct, as he admitted afterwards. 
Yet he took the trouble to come to my office to advise me, in a perfectly friendly - 
way, that there had been a bad slip up. That is the sort of thing that we are 
up against in the census. 

Mr. Irvine: Are not there exceptions to the rule. 

Dr. Coats: There are. a 


Mr. Irvine: I mean a question put by the enumerators cannot exactly 
cover the whole field? The figure is no doubt accurate enough, as far as the 
question goes. me 


Dr. Coats: Unquestionably it is a ticklish question, one of the disabilitie 
we are under—all along the line—in statistical work, is that we have to dea: 
with subjects that are recondite and many sided, highly intricate, filled with 
all sorts of legalistic phrases, and we have to put it in such a way that the ma 
on the street can answer the question and another man on the street ask it. 
Take the question regarding nationality in the census. Nationality is one of 
the most difficult points in law, and yet we have to tabulate it—get data about 
the nationality of all the people of Canada, This question of ownership, wha 
constitutes ownership, I imagine, is one on which some could write a tolerabl 
long essay. We have to assume, for census purposes, that a man who is asked 


“i : 
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he owns ae tan. knows whether or not he does; and if he says he 
it, we assume that he does. It may be that under some of the circumstances 
ntion differences of opinion may arise; one man might think he did own 
ind another man might think he didn’t, under such circumstances. 


[r. VALLANCE: Dr. Coats, have you, within your records, any statistics 
at will show the percentage of farm lands in the province of Saskatchewan 
at are owned and operated by the owner? As you state there at the census 
of 1931—every farm owner in Canada was asked, for the first time, to state the 
1 mortgage on his farm. I suppose that means the owner operator of the 
, does it? 

Ar, Coats: Yes. 

Mr. VALLANCE: It only says the owner of every farm—of every farm owner. 


Dr. Coats: Well, that means owner and operator, because it would be 
ossible for the census enumerator, in a rural district, to follow up the owner- 
ship of land that was held outside. 


_ Mr. Vauuance: Dr. Coats, these figures you give now are of farm owner 
erators? 

‘Dr. Coats: Yes, occupiers, the ordinary case where a man owns a farm 
and i is working it himself. 


e Mr. Bowman: Sure. 


Mr. Vatxance: If the Committee will excuse me—I have the privilege 
rot iving in one of the very best financially fixed municipalities in the province 
of Saskatchewan, and I know that those figures will not bear out in that 
4 nunicipality, 49 per cent, even on the land aout mortgage, never mind the 
; farm « owner operated ifad: 

Mr. Moranp: Perhaps you are like the man from Montreal. 


Dr. Coats: There is, unquestionably, in all statistical inquiries, room for 
error. Now, I might say that we undertook this question in respect to mort- 

uges with extreme reluctance. We thought it over a very long time before we 
put it on the schedule, and it was only in response to very urgent representa- 
ions of the farmers’ organizations that we did put it on; because there is a 
ural reluctance, I think, on the part of a good many ‘to disclose personal 
ts of that kind. There are still some people who think—I feel they are 
becoming fewer and fewer, I think it is getting easier and easier to ask ques- 
tions of this kind, because people have come to see that it is a business matter, 
alike years and years ago—having a mortgage on a place was something that 
1e did not spread abroad. It is like women and their ages. We know per- : 
ctly well that there is a very large percentage of error in the information that 
‘given to the census by womén with regard to their ages, but what is given is 
very valuable information, because the error can be Smnothed out. We can 
adjust the final return to set out the truth. We find when we tabulate certain 
tatistics of certain people—it is just as true of old men after a certain 
the age is exaggerated. There are far more centenarians that you read 
the paper than actually exist. There are very, very few centenarians, 
nearly every issue of the newspaper has an account of a man who has had 
one hundredth birthday. The fact is after a man gets to be ninety he 
ts to boast about his age, and after a while he comes to believe it, he is 
to make a “century”; and he makes it. But these difficulties get smoothed 
cause in the curve that they are reduced to, we see humps for which 
‘is no explanation; we know, in an age curve, that there is no reason why 

hould be a hump at, say, thirty-five, and then another one at forty. 

t means that certain ages have got into thirty-five and forty classes that 
0 pot be there, they should be distributed to other classes. Nevertheless, 


40 SELECT STANDING COMMITTEE 


we get tolerably accurate statistics by the application of a proper formu 
and proper methods of smoothing out these curves. That, however, is by 
way entirely. 

This is the first time that this mortgage question has even been aske 
at the census. We have merely given out the crude figures now. These a 
just rushed through as the tabulations are made, without any particular examina- 
tion of them. They are just given for whey they are worth in the meantim 


have, and oe they are finally published, ee will be statistically correct ‘ 
In the meantime we have no reason to suspect their authenticity. of: 


My. Spencer: I am glad now the question was asked in regard to nee 3. 
I do feel, as some of the hon. members mentioned here, that the figures are 
entirely too low; that Dr. Coats probably can check up. But for most of us 
who live on the prairies, and have for a great many years, and know con- 
ditions, we feel that while the enumerator may have tried to Be the facts, 
these figures seem altogether too low. 

Mr. Moranp: Has any attempt been made to get information from Mr. 
Appleton in respect to farm loans, and to check those back against the figures 
from the census, to see what percentage was corporation and what other Pe 
cent would be private loans? 

Dr. Coats: We did not; Mr. Appleton would not know more than any of 
us about private loans. 

Mr. Moranp: No; what I was referring to was, if we know the amount 
that corporations held of farm loans, they would give us the percentage, know- 
ing definitely the census return would give us the percentage of private loans. — 

Dr. Coats: We have not got that figure here from Mr. Appleton. Of course _ 
it would be a very big undertaking to check up from such sources against the 
information we have got from the farmer. Maybe it could be done, but it 
would be an enormous undertaking, in the case of individual mortgages. 

Mr. Moranp: I mean simply a lump sum would give us the percentage. _ 


Dr. Coats: I have not got that from Mr. Appleton, but we will ask him 
for it. 
Mr. Moranp: It is of great importance, I think. ee 
Mr. Bowman: With respect to loans on farms, rural properties, would not 
you get more or less a check of it by getting a similar statement from Mr. 
Appleton, similar to this given you with regard to urban property? ee 
Dr. Coats: Yes; I think that would be a good idea. We will do that. Of 
course, Mr. Appleton will only speak for the mortgages that are placed by kes 
companies in his Association. 
Mr. Bowman: Yes; it would be subject to the same correction, or by the 
addition of whatever private mortgages have been placed in different sources. 
Dr. Coats: Yes. For instance, we have this fact that might throw a lit 
light on the question just asked. The investment of insurance companies 
mortgages totals $437,000,000, of which urban mortgages account for $360,00 
000 and farm mortgages for $77, 000,000. The total of farm mortgages by insu 
' ance companies in Canada is $77, 200 000. 


Mr, Moranp: But you have not got the loan companies. 

Dr. Coats: No. : eee 

Mr. VALLANCE: I notice here in this compilation of figures you have on 
the values of farm lands, in the province of Saskatchewan, you have got $29. 94 


as the acreage value of the land. Is that assessed valuation: is that valuatio: 
for taxation purposes, or how did you arrive at the valuation? 


BANKING AND ‘COMMERCE ‘a 
Coss : That” is the census valuation. The farmer is asked the value 


ae ee And ie is averaged on that? 


r Coats: It is simply the average derived from that, the total value of 
as in Saskatchewan are taken, and total acreages of the farms comprising 


fr, VALLANCE: The reason I ask is that, in the province of Saskatchewan, 

year, for the first time in the history of the province, we find them not taking 

tion by way of sale of property for the collection of taxes, but seizing and 

ling the produce of the farm, because the farm is not worth the taxes that are 

st it—cannot be sold for them; yet we submit to figures like those of $29.94 

a valuation, when the land itself will not pay the taxes when put up for sale 

obody will buy it for taxes—and they seize the produce of the farm; and this 

tatement goes out throughout Canada, that 49 per cent of the farm lands of 

Saskatchewan are without mortgage, and at a valuation of $29.94. Conditions 

not prove it—they do not verify those figures. 

Dr. Coats: Well, Mr. Vallance, these are the values that the farmer him- 
self puts on. Of course those are 1931 figures, you know. 

Mr. Vauuance: What is that? 

Dr. Coats: Those are 1931 figures. A great deal of water has run over 

the mill-dam since 1931. But I can only say that this value is the value that 

the individual farmer gave to the enumerator. He was asked, “What is the 

ue of your farm, how many acres have you?” I think there were six hundred 

uestions on the schedule—I would be very glad to bring the schedule and let 

| see exactly what was asked. 

Mr. DonneLity: What were your instructions to your people taking the 

sus? Were they to ask the man what he thinks the value is under normal 

co ditions, or at the time of taking the census? 

“Dr. Coats: I do not remember the particular phrase, but I can send you 

copy of the book of instructions. I have read you the instruction on mort- 

es. There are similar instructions about everything. The enumerator is 

en a definite lead as to how to collect these figures. 

‘Mr, Vauuance: Dr. Coats, this is the last issue of any census figures that 

ay is in circulation? 

‘Dr. Coats: Yes. 

Mr, Vautance: The one that I hold in my hand? 

pe Costs: Yes. 

‘Mr. Vatiance: So if any individual wanted information that is contained 


or is likely to be contained in this book, he would naturally get this book and 
t up? 

Ir. Coats: Right. 

Mr. VaLLANCE: So that if he is looking, in the province of Saskatchewan, 
average valuation of acreage under cultivation in the province of Sas- 
van, he finds $29.94. 

r Coats: Yes. 


r, VALLANCE: I am awfully sorry these figures went out, because they do 
‘the truth; they cannot tell the truth. 

r. GANoNG: It is based on the census of 1931. 

. VaLLaNce: I know; I am not disputing that fact, but the picture given 
is is fair, it is not fair to the farmer; it is not fair to the province of 
ttchewan, to put a valuation on the farm lands of Saskatchewan where the 
- to-day cannot go into the bank and borrow one dollar on it, and even 
the 49 per cent really without mortgages— 
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Dr. Coats: How would you suggest you get the value of the farm land 
in Saskatchewan? How would you suggest you should get it? a 

Mr. Howarp: May I make a suggestion to clear up the trouble. Dr. Coats, — 
I will submit to you particulars of several farms I own in Saskatchewan and 
Alberta, and you can check them back and see what your records show, and then 
you will see how accurate they are as to price and everything else. 

Dr. Coats: Quite. That is the only way. There is no use talking in © 
generalities, give us cases; if there is a case where a farmer has said his farm 
is worth $5,000, and it is only worth $1,000, where is the case? Let us see it, 

Mr. Stitt (Selkirk): He may have paid that for his land. 

Dr. Coats: We assume the best source of information as to the valuation 
of his farm in the farmer who owns it. We ask him what his farm is worth, and 
he answers; and in so far as we put him under penalty for misinformation, if he © 
answers that falsely, he can be put in gaol. The answers that are given to the — 
census inquiry have the effect of a sworn declaration. 

Mr. Donnetiy: Dr. Coats, you can see this, if you asked the farmer “ what 
is the value of your farm to-day,” he would say “ nothing”; but, under normal — 
conditions, it is worth so and so; if you asked him what the value of his farm — 
was, under normal conditions, he would probably give you this valuation, but 
if you ask him what it is worth to-day he would say it is worth nothing. - 

Dr. Coats: That is undoubtedly true. ek 

Mr. Bowman: What we want is the value under normal conditions. 


Dr. Coats: The valuation was asked as of June, 1931. I think the instruc- © 
tions to the enumerator was that it was to be a fair valuation, not an upset price, 
or at sale under distress or anything like that, but that he was to state that a — 
fair price. I am very sorry I did not bring the book of instructions, because I 
could tell you exactly what we asked them. 

Mr. Speakman: I have a farm that I am not operating myself at the 
moment, and if I was asked to give a value of the farm at the moment, I would 
not be able to do so. I could not sell that farm for a dollar because of the 
conditions that exist out there. It is worth nothing at the moment, but when ~ 
I was asked to put a value on it, I put it down at what I reckoned to-be a fair 
value in average times. ee 

Dr. Coats: Well, that is what we did, and that I suppose, everybody did. © 
May I say one word further. The enumerators who were chosen for the taking 
of the census in the rural districts were farmers mostly; that is, persons with an 
intimate acquaintance with Canadian agricultural life. A man who is familiar 
with values in the district and who is known in the district, can get pretty close 
to values in ninety-nine cases out of a hundred. They were assumed to be of 
fair average intelligence, and to have more than an average knowledge of farm — 
conditions. And, on the whole, I think we secured very competent men to act as 
our rural enumerators. 


Mr. Speakman: It seams to me that the difference in values placed upon 
western farms is given by persons who should know better than others what 
they should be?—A. It is the same principle. 


By Mr. Willis: 


Q. It seems to me, Mr. Chairman, that by taking that acreage price you~ 
might arrive at a fairer average. If you ask a man who has what you might 
call undue pride of possession he will probably set his price up, but if you ask — 
a man who has not been successful on his farm what he values his land at he 
will tell you it is worth nothing, whereas in reality it is of value. So that Dye 
taking the average value I think your result is fairly accurate, especially when 
you have the main value of the farms in the district. I think what you get — 
from that will be fairly accurate. 
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The C AIRMAN: Now, Mr. Thane, of the Department of Justice, is here, 


; prepared to say something on the legal—the constitutional—aspects of 
nquiry. Shall we hear from Mr. Varcoe this morning? Agreed. 


Rs FREDERICK iP: VaRcoE, called: 


The CHAmMAN: Gentlemen, Mr. Varcoe will make a short statement first, 
id then you may ask any questions you desire. 


_ Mr. Varcoz: There were four questions submitted for answer. The ques- 
ms appear in the minutes as printed, and I will not repeat them. 
Section 91 of the British North America Act vests in Parliament the 
lusive authority to legislate in respect to certain enumerated matters, and one 
of these is interest. 
It would appear that Questions 1, 2, and 3 should be answered in the 
firmative. That is, Parliament has the power to fix the maximum rate of 
erest which may be charged on loans granted by corporations, by private 
ndividuals, by Provincial or other than Dominion corporations, and, finally, 
rliament has the power to fix rates of interest in respect to bills of exchange 
ind promisory notes. As to the fourth question, “has the Dominion parliament 
ower to enforce reduction of principal of debt in respect of loans made” by 
everal classes of persons, the answer, I should say, is in the negative, because 
hat subject matter would fall within the expression “ property and civil rights 
in the province,” which is a matter which is confided to the provincial legisla- 
ures. : 
|) By Mr. Spencer: 
— Q. Will you give us that last question again?—A. I shall repeat the whole 
f it: “ Has the Dominion parliament power to enforce reduction of principal 
_ of debt in respect to loans made,” by Dominion corporations, other corporations 
and individuals. And then there is a paragraph, (b) “if necessary for the 
determination of the above questions, is any differentiation to be made between 
oans (1) secured upon real property’; (ii) secured upon personal property; 
i) without security? Now, I am going to qualify the answer to paragraph 
(b) by saying that as banking is a matter which is exclusively within the 
thority of Parliament, then a bank loan would be outside the power of the 
province to deal with, and within the province of the Dominion. 
_ Mr. Srirr (Selkirk): Might I ask a question? 

_The Cuatrman: Yes, Mr. Stitt. 

* 

eee by Mr. Stitt: 
~ Q. Could the Dominion eaeenedt extend its jurisdiction through the 
ue of bankruptcy, could they work in that way?—A. In the case of the 
ction of loans? Are you referring to question No. 4? 
— Q. Yes—A. I would have some doubt about that. Such a question has 
re been before the courts; but I would be inclined to think that the expression 
nkruptcy and insolvency ” in section 91 refers to the condition of the 
vidual, with reference to his capacity to pay his debts, and provides relief 
) hat individual i in certain Eiecumistanees: But to say that parliament could, 


Bi DE: Power: 
~ Bs I remember it, the Civil Code of the province of Quebec prescribes 
erest rate of five per cent when it is not specified in a contract made in 
‘right of an individual—aA. J could not say what is in the Civil Code, Mr. 
* but the Dominion Interest Act contains that Pec ae 
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Q. In question 2, which is as follows: “Has the Dominion parliame 
any power to prescribe the maximum rate of interest chargeable on loans gen- 
erally held by (a) persons, (6) corporations,” if this parliament were to pass 


legislation prescribing that the maximum rate of interest chargeable on loans 


by corporations or persons would be 4 per cent—and there was a loan in the 
province of Quebec on which no interest has been specified, in which there had 


been no contract with respect to interest—what would be the position of the — 


defendent if he were sued and payment of five per cent demanded; could he 
set up the Dominion Statute which stated that 4 per cent was the maximum 
legal rate?—-A. I would say so, provided the statute in terms applied to his 


particular transaction. 

Q. Well, 1 am speaking of an undertaking of some kind in which a rate of 
interest was not specified. Now, the Civil Code specifies five per cent.—A. Well, 
that may be so. I am not certain about that. 


Q. I am not certain, either—A. But the situation is that in some provinces : 


there was a pre- -Confederation law respecting interest, and to some extent, or 


in some cases, that law was not repealed and it is still in force. Now the Statute = 


of Upper Canada is still in force in the province of Ontario with respect to 
judgment debts. 


I suppose one reason which suggests itself why one would expect that the 
power of parliament should be limited, arises from the fact that it seems 


anomalous that parliament should be given the power to regulate the interest 


in connection with a contract which in every other respect is subject to provin- 
cial control, or to provincial regulation. But, nevertheless, there is the expression 
in the British North America Act; and it is rather interesting to notice that 


in the first draft of the constitution, which was submitted to the conference at =a 


Quebec in 1864, the expression used was “rate of interest.” In the second 
draft, the expression appeared as “ interest,” and it is supposed that the inten- 
tion was to widen the power of parliament by striking out the words “ rate of.” 


The question of the power of parliament has only been before the courts in 
two cases that I know of, and neither of them is, perhaps, of very great import- 


ance. In both cases, however, so far as the cases are of any interest to us now, 
the power of parliament was ‘held to be exclusive. 


Q. I have before me—and might as well read it in detail—the artic of 
the Civil Code of the province of Quebec, article 1785: “ Interest upon loans is — 
either legal or conventional. The legal rate of interest is fixed by law at five 
per cent yearly.” And then is given the reference: “63-64 V. (Can.), c. 20 
(1900).”” It would seem to indicate that the legal rate was fixed in the province © 


of Quebec at five per cent because it had already been fixed at five per cent by 
the Dominion of Canada.—A. Yes, that may be so. It is five per cent in the 


Dominion (Interest) Act. There is the provision that any rate may be stipu- — 


lated, but if no rate is stipulated, the rate shall be five per cent. 


Q. The article goes further and says: “The rate. of conventional interest — 


may be fixed by agreement between the parties with the exception,” and certain 


variations are mentioned. “ (1) of certain corporations . . . which cannot — 


receive more than the rate of interest therein mentioned; (2) of certain other 


corporations which are limited as to the rate of interest ‘by special acts;” and 


‘ (3) of banks, which are not. subject to any penalty for usury, but "which 
cannot recover more than seven per cent.” That is in the province of Quebec. 
—A. I do not know what effect it has. 


By Mr. Lawson: 


Q. Is it your contention that the parliament of Canada might legislate to 
reduce the interest rate on a contract respecting loans made in the provinces 


al 


where we haven’t any legislation on it at the present time?—A. I can see no — | 


escape from the conclusion parliament could, if it so desired. 


og “ad 
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V tae "worrying me was, that since that is a ater of res 


property and bal rights.” 

hat is what 1 want to get at—A. That expression occurs in section 92 

3.N.A. Act, but it must be construed as having been qualified by the 
Shi that are taken from it in section 91, and one of these is interest; 

one is bills of exchange, and copyright, and patents, and so on. All 

hese would fall within the general expression “property and civil rights,” if 


‘hat section see that in the case of a oe loan we a ae 
ng five years, a mortgagor may, at any time after five years, tender the 
r a and interest to date, and three months’ premium interest by way of, 
iu uw of, nouice: That section has an interesting history from the constitu- 


in Penbrment to amend that section by reducing the period from five 
three years. When the bill was before Ube House, Sir Jj ohn Ae hompson 


language he used—‘‘Because it seems to me thie it is not a provision relating 
est properly, but relating to contracts for the securing of money”. That 
iy, 1 imagine he meant that Parliament had simply utilized the device of 
lating about interest to affect the duration of the contract itself, rather 
the period during which interest would be paid. However, the bill was 
wn, probably in view of that statement. But curiously enough, the 
1 which had been enacted in 1880 in exactly the same form, except, that 
was a five-year period instead of three, was left on the statute book. In 
as I say, that particular section came before the Supreme Court of Ontario, 
er a very elaborate argument, Mr. Justice Britton decided that it was 
utional. Now, it does not seem to have been doubted that it was con- 
ional, peered ‘that i was “interest” legislation and was not “principal” 


eid you say Mr. Tee Britton decided that it was constitutional or 
ot?—A. He said that > was constitutional, that it was not a colourable 


e months’ additional premium. Tt was a compulsory iodo The 
on goes a great distance, you know. It is not perhaps, very important in 
plication, but it goes a oreat distance as regards the constitutional power: — 


Whenever any principal money or interest secured by mortgage of 


ore than five years after the date of the Ee ’ then, if at any time 
fter the expiration of such five years, any person liable to pay or entitled 
redeem the mortgage tenders or pays, to the person entitled to receive 
he money, the amount due for principal money and interest to the time 
payment, as calculated under the provisions of the four sections last 
ding, together with three months’ further interest in lieu of notice, 
no-further interest shall be chargeable, payable or recoverable at any 
ime thereafter on the principal money or interest due under the mort- 
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The amount due for principal, money and interest to the time of paymen 
calculated under the provisions of the four last preceding sections. He coul 
offer three months’ interest in lieu of notice, and no further interest was to be 
chargeable, payable or recoverable at any time thereafter on the principal 
money or interest due under the mortgage. Now, you see, Parliament has not 
merely exercised the right to legislate about the rate of interest which shall 
be payable, whether the rate was one, three, or five per cent; but it has said 
under what circumstances interest shall or shall not be paid. So that, assuming ~ 
that that section is constitutional, it goes a long distance. In another case 
which went to the Supreme Court— 


By Mr. Bowman: 
Q. Before you go to the other case, what is your reference to your first — 
case?—A. Bradburn vs. Edinburgh Life Assurance Company, 5, Ontario Law | 
Report, page 657. In the case of Lynch vs. Canadian Northwestern Lands — 
Company (1891), 19 Supreme Court Report, a provincial statute, I think it~ 
was from Manitoba, was in question, and that statute imposed a penalty of 10 — 
per cent for non payment of taxes on the due date. This 10 per cent addition 
to the debt of the taxpayer, was described in the statute as “interest”, and the 
question was whether it was interest or not. They went to the Supreme Court 
about it, and the Supreme Court held that it was not interest, but that it was 
a penalty pure and simple and the mere calling it by the name of interest did 
not make it interest because the court pointed out that the penalty was the — 
same if one were an hour or a year late; and that was the important factor in 
the court’s arriving at that conclusion. Now, I mention it principally because 
Chief Justice Ritchie, in his judgment, refers to this section which I have just 
read from the Interest Act, and the sections which precede it—the ones about 
the rate being five per cent, if no rate is stipulated. He mentioned these sections, 
without questioning their being constitutional. 


By Mr. Lawson: 
Q. In the Lynch case, the court must have assumed that the legislation was _ 
intra vires of the province in order to give the decision it did—A. Yes. i. 


By Mr. Gagnon: 


Q. I understand that no provinces have contested the right of the Dominion 
with respect to interest?—A. The province did contest it in the case that I 
mentioned, Bradburn vs. Edinburgh Association. It was this Dominion section, 
section 10—it was then section 5—the constitutional validity of which was 
raised, and the province of Ontario took an important part in the argument of 
the case, and argued that it was ultra vires the power of the Dominion parlia- — 
ment. The Dominion was not represented, and did not defend the legislation — 
in court. 


By Mr. Lawson: 
Q. That case did not go beyond the Britton decision—A. It did not go 
beyond that court, nor sir. 


By Mr. Bowman: 


Q. To bring the matter down to specific cases, as you interpret the authori- 
ties at the present time, would you say that the Dominion government would — 
have authority to limit the rate of interest on a mortgage—say it was carrying © 
seven per cent, to reduce it to five per cent.—A. It would seem to me that that 
must be the result. I would answer in the affirmative. tg 
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_ Q. Is the matter one that you would say was definitely settled?—A. Well, 
I would not venture to say that anything is settled beyond doubt about 
British North America Act. But, you see, you get into this peculiar position 
hh reference to this statute, that because you have these two sets of powers, 
in the provinces and one in the Dominion, each qualified by the other, you 
d yourself in the position that words can’t always be given their full and 
ural meaning. Perhaps I might explain that by reference to Article 2, of 
ection 91, where we have the “regulation of trade and commerce” vested in 
arliament, Now, obviously, if you gave that expression its full meaning, there 
would be nothing left for the provinces at all; practically everything that you 
think of as being property and civil rights, would fall within that category. 
Furthermore, they say—I am sorry if I appear to be giving a lecture on this— 


__ Mr. Bowman: That is all right, just go ahead. 


The Wirness: Furthermore, they say if that expression “trade and com- 
erce” were to be given its full natural meaning, then why was it necessary 
o enumerate as Dominion powers currency, banking, weights and measures, 
bills of exchange, promissory notes, interest, legal tender, bankruptcy and insol- 
 vency, because these all fall within the ordinary meaning of the words “ trade 
and commerce.” Then you turn to section 92, and you find there the great and 
important head “ property and civil rights in the Province.” Now, if you give 
hat its full meaning—if you were to do that—it would mean that much that is 
n 91 would disappear, so that you are in that very difficult position that you 
ave got to read these sections together. But I, personally, have not been able 
o think of any logical limitation which a court might impose upon the expres- 
ion “ interest ” in section 91 but the fact of the matter is the question has never 
been before the courts in any important or decisive case. It has not been before 
the Supreme Court of Canada, for example—except in this Northwestern Land 
ompany case, where it was just touched upon incidentally. I have not been 
ble to think of any limitation that we can place upon that word. In the case 
in the Supreme Court, Mr. Justice Patterson referred to the fact that interest was 
ound in association with these other words, bills of exchange, promissory notes, 
egal tender, currency, coinage and banking, and he suggested that the words 
hould be read ejusdem generis with these other words. And then he went on 
o say that it referred to the financial structure of the country at large—I think 
he expression was “the general financial structure of the country at large.” 
ut there he was simply attempting to exclude the penalty which arose under 
he municipal taxation Act and he finally came to the conclusion that it was 
erely a penalty, and not interest. 


By Mr. Howard: 

_Q. In order to make the record perfectly clear may I ask this: am I to 
nderstand that under question No. 1 and Part (a) the answ er is, yes,” under 
art (b) the answer is “ yes,” under question 2 the answer is ‘ “yes “ and under 
(b) the answer is “ yes,’ and under No. 3 the answer is “yes” in both?— 


eves. 

Pa And when you come to the other question the answer is “no ”?—A. It 
“no” subject to this qualification: in the case of any loan which is in the 
ture of a bank loan. 

Mr. Bowman: Do you mean to say that in connection with a bank loan 
Dominion government would have authority to say to a bank, “ John Jones’ 
ebt is $100; you must accept $70”? 

The Wirness: That is correct; it is a matter of banking. 

Mr. Lawson: The bank is a creature of our own creation. 

The Wirness: The expression in the British North America Act is, “ bank- 
ng, incorporation of banks, and the issue of paper money.” 
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Mr. Bowman: May I fale spoke case along the same line 
the record: a man, on the other hand, who has a mortgage of $1,000 
property could not be ordered by the Dominion iene aie the 
gagee—to accept $900? ‘ 

The WIrNEss: : ie not. 


highly likely if this Parliament “did mere. as s you said it could, on ve 
interest in the provinees, probably there would be an appeal for final 
mination? 


privy council. S 


By Mr. Lawson: ae 

Q. I wanted to ask a question relating to mortgages. In view of the 
that it has been judicially determined, time and time again, that all ma 
relating to real property come within the jurisdiction of the provinces, and 
view of the fact that in the Bradburn case there was only the decision ¢ 
single judge under the circumstances therein outlined, and in the Lynch 
it _was cae ee consider ed, I presume your view would be that ite 


that. low ate say hae pos Bee it is still a | moot ‘question whether secti 
of the Interest Act, in the form in which it is, is constitutional, because ¢ 
fact that it—' 2 

Q. It purports to affect a contract?—A. Yes; the principal, I meal 
might be thought that it is a device to compel the mortgagee to accept 
payment of the principal, because if he is not going to get the interest he 
take the principal. 
A. But I have net any reason to suppose that this int 
legislation ‘respecting mortgage loans is bad. As a matter of fact, these sect 


question was raised at all. I ai not mee any reference to them. 
before the court merely as a matter of construction. 


Mr. Moranp: In other words, this Parliament has the right to. s 
maximum rate of interest collectable on anything that falls within the cate 
of interest? 


The Witness: As long as it is really interest. 


Mr. Wiis: Just to clear up the record, following a question which i 
Bowman asked: where a farmer gives a mortgage to a bank for $1,000, w 
it be within the federal Jurisdiction to make that bank accept $800?" a 


The WITNESS: Well, now, you have Ee into two fields. You 


Mr. Wuus: A lead ae 

Mr. Lawson: He cannot, under the Bank Act. a 
Mr. Bowman: Yes, he can; after it becomes due. a 
The Wirnuss: Only as coins al security or something of that kind 
Mr. Perrit: Tell him to cut down the overdue interest on it. 
Mr. Wixuis: Is that question answered? 

The Wirness: No. I would want to think about that. 


The Committee adjourned to meet at the call of the Chair. — 


APPENDIX “E” 


THE SECRETARY OF STATE OF CANADA 
2 Orrawa, March 20, 1933. 


Mr. MatrHews,—With further reference to your letter of the 8th 
am sending you herewith a copy of a letter which has been transmitted 
the Provincial Secretary of Nova Scotia, in answer to the questions 
pared by a sub-committee of the Committee on Banking and Commerce, 
icerning debts and interest rates within Canada. 


Yours very truly, 


ce é C7, CAHAR: 


te Secretary of State. 
). Matruews, Esq., M.P., 
House of Commons, 
Ottawa, Ontario. 


(Copy) 
Hairax, N.S., March 15, 1933. 


ae Fig 10th inst. to you from The Honourable C. i. Cah an, The She 
oe of Canada, requesting the ee of the oy General of this 


rest ee cable on loa i ecrevally nade ee persons or by corporations 
Q ey eaune or ee ay other than federal. 


_ The Dominion folnee has not the power a6 Biciee reduction of 
1 of debt in respect of loans made by any corporations howsoever 
ated or by individuals, and it is not necessary for the determination 
‘these questions to make any differentiation between loans secured 
1 property, loans secured upon personal property and loans without 


Yours very truly, 


(S¢d) JOHN DOULL, 
Attorney General. 
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WITNESSES: 


Coats, F.S.S., Dominion Statistician; H. Marshall, Esq., 
- Dominion Bureau of Statistics. 


ao See OTTAWA 
0. PATENAUDE, ACTING KING’S PRINTER 
ee 1933 


MINUTES OF PROCEEDINGS 


Housr or Commons, 


Turspay, April 4, 1933. 


The Select Standing Committee on Banking and Commerce met this day 
Tam. Mr. R. C. Matthews, Chairman, presided. 


- Members present: Messieurs Bothwell, Casgrain, Donnelly, Dorion, Euler, 
ckett, Harris, Hurtubise, Lawson, Mackenzie (Vancouver Centre), MacMillan 
askatoon) , Morand, Perley (Qu’Appelle), Pettit, Power, Raymond, Robinson, 

nderson, Smoke, Speakman, Spencer, Stanley, Willis, 24. 


The Clerk read a letter from the Secretary of State and an accompanying 
morandum, prepared for the Attorney General of British Columbia by 
ee Garrett, Registrar of Companies, in answer to questions re jurisdiction. 
‘Appendix “F” herewith). 


Dr. R. H. Coats, F.S.S., Dominion Statistician, submitted a memorandum 
with interest charges considered from the point of view of the actual 
nts which have been made on outstanding indebtedness and also as regards 
trend of interest rates over a period. In the latter case, the rates represent 
evailing cost of money at any particular date. (See Appendix “G” 


r. Jal Marshall, Dominion Bureau of Statistics, presented a brief summary 
Inspection Fees; (b) Renewal Charges. More detailed information under 


T. L. McEVOY, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


Hovsr or Commons, 


Turspay, April 4, 1983. 


‘he Select Standing Committee on Banking and Commerce met this day at 
1., Mr. R. C. Matthews, Chairman, presided. 


‘he CHamrMAN: I will ask the Secretary to read any communications that 
re been received since our last meeting. (Clerk reads memorandum re 
estions on jurisdiction received from the Proyicial Secretary of British 
lumbia; see appendix “ F.”) 

(eee May I ask if that is the only reply received from the proy- 
est - 

_ The Cuatrman: No, one from Nova Scotia has already been read into the 
finutes. This is the second one received. Does any member wish to make 
bservations on the contents of this letter? If not, I shall ask Dr. Coats to 
ent to us some statistics re interest charges collated for the Committee. 
ur discussion to-day will have particular reference to question No. 2 in Mr. 
peakman’s memorandum. 


_Dr. Coats: Mr. Chairman, Gentlemen, the data that I have to present 
ay is under heading No. 2 of the Speakman memorandum, which reads as 
ollows: “Rates of interest charged under different headings, for example (a) 
bank loans; (b) farm mortgages; (c) mortgages on town and city property; 
onds, federal, provincial, municipal, railway and other corporations, etc.” 
u will remember that I stated before, in the first answer we gave, on 
alf of the Bureau of Statistics, to these questions, that no comprehensive 
tistics were in existence but there were some results of an investigation 
lable in @ report of 1915, which covered the subject rather extensively and 
ensively from 1900 to 1915, and that an investigation on similar lines, bring- 
that data up to date, would not be a large undertaking, but would require, 
aps, a few weeks’ time. Well, we have not had a few weeks’ time; the 
a that I shall present to you to-day, are the results of only a week or ten 
investigation. It has been rather a “catch as catch can” affair; but I 
they are of much significance and interest, and I, therefore, had them 
graphed, and a memorandum containing the tables is now circulated. 
would perhaps be the best method of procedure if I simply direct this 
andum to your attention table by table and then answer any questions 
yu may wish to propose. 
ble No. 1 (of Appendix “F” herewith), shows the total indebtedness of 
ents (Dominion and provincial), municipalities, and corporations, 
with the interest payments that they make annually, and a reckoning 
1e average interest rate, which it represents. The rate, of course, in this 
ticular table, is obtained simply by dividing the interest into the amount 
anding obligations at the par value of those obligations. That is the 
ance of this particular table. It shows the total interest charges against 
ass of security, and the average rate which those payments represent at 
rr value of the security. 
Mr. Eurer: I understood the other day that the total debt is 
0,000, but I take it that is all interest bearing. ‘You have here 


ol 


ae 
qu 


ee 
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$2,375,000,000, which you call the net debt. I suppose there are some dedu 
tions from the $2,600,000,000. Is your $118,000,000 more or less the interes 
on the $2,375,000,000; should it not be on the $2, 600,000,000? : 
Dr. Cupmore: If I remember correctly, the figure is $2,599,000,000, and 
that is the figure of debt as at March 31, 1933, as given in the budget speech 
by the Minister of Finance. 
Hon. Mr. Ever: Is not all that interest bearing? That is the point I wa 
to make. : 
Dr. Coats: That would be all interest bearing. 
Hon. Mr. Eviter: Would that be represented by the $118,000,000 of interest 
that ce have here? 
. CupMorE: The figure here is a year old. 
a Mr. Ever: Oh yes, but it would not be as large as that, sa it? 
Dr. Cupmore: You might look at the footnote; the figure given up he 
in this table is the “ funded debt less interest on loans to banks, provinces and 
foreign governments,’ and the interest accordingly. 
Hon. Mr. Euter: I don’t know whether you understand me or not. What 
was the total debt, not the net debt at this time? These figures are a year ol 
are they not? 
Dr. Coats: It is shown in another table. 
Hon. Mr. Euter: Anyway, would it not be more illuminating if we ha 
the actual present debt? The debt given in the budget speech was $2, 600 
000,000. Why not take that and get the total interest on that? 
Dr. CupMore: That as I understand it, is a tentative figure. It is only 
a preliminary figure which will be corrected later on, or will be revised later 
on when the full results for the fiscal year which has just ended become avail- 
able. 
Hon. Mr. Evter: The only observation I would make here is that we 
want to get as near to the actual facts at the present time as possible. © : 
Dr. Coats: I do not think, Mr. Euler, that the actual final figure for debt 
is yet available. The budget speech usually safeguards the figure for debt by 
stating that it is an estimate. 
Hon. Mr. Evrer: Still that estimate as compared with what you hav 
here, the first item, shows net debt of Canada at $224,000,000 which is rathe 
substantial. 
Dr. Coats: Yes, but that does not mean—the figure stands on all fours — 
just the same, the interest char ges shown in this table are the interest charg : 
on the debt shown in this table. 
Hon. Mr. Ever: On the total debt, not the net debt? 
Dr. Coats: No. 
Mr. Moranp: On the debt as set out. 
. Dr. Coats: On the net debt, yes, not the funded debt. 
Hon. Mr. Evuer: But the interest charges are really greater than that, 
although there may be a set-off against them, I assume. 
Dr. Coats> Yes: ; 
Hon. Mr. Euter: What I would like to get is an answer to this defini 
question. Is this $118,000,000 of interest that you have here, the interest. 0 
the et 375,000,000. 
Coats: Yes. 
a Mr. Euuer: That is what it is on? 
Drone.) Wes: 
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Ton. Mr. Evuupr: As a matter of fact, the real debt is greater than that. 
r. Coats: Yes. 
he CuarrMAn: We will come to the total funded debt and the interest 
reon in Table II. 
Dr. Coats: Yes, if you will look at that table. 
Hon. Mr. Kuter: All right, if we will reach it later. I would like to 
as near as possible to the present situation. 
Dr. Coats: Well, the actual figures are $2,579,238,724 on which interest 
ges are $128,188, 969. 
- Hon. Mr. Evuuer: Yes; that is what I was trying to get at. 
_ The Cuatrman: Dr. Coats, we will proceed with Table I. 
Dr. Coars: I don’t know but what this first table is fairly self-explana- 


Mr. BorHweE.u: Just one question on the first table; “indirect liability 
provinces, fiscal years ended in 1932, $216,000,000, and there was an interest 
ate of 4-2 average. Are those indirect liabilities mostly railway guarantees? 
_ Dr. Coats: Well, we covered all that in our first memorandum, under 
ding No. 1, if you will remember. It is printed at page 15-a of the first 
y’s proceedings of the Committee. There is a full explanation, on page 
a, of the evidence of Tuesday, March 14, of what those indirect liabilities 


Mr. Pertir: What date, Dr. Coats? 
Dr. Coats: It is number one of the minutes of proceedings of the Com- 


Mr. Lawson: They are all set out in detail. 

The CHAIRMAN: Deal now, please, with Table II. 

_ Hon. Mr. Evtrer: Mr. Chairman, just a question; I don’t like to delay the 
ommittee, but in table I the third item “Gross direct liabilities of the provinces” 
363,000,000 odd; then “ Indirect liabilities of provinces.” $215,000,000 odd; 
n “Grand total direct liabilities.” Should that not be grand total direct and 
ndirect liabilities? 

Mr. Lawson: No, no; that reads, “municipalities,” not “provinces.” 
Hon. Mr. Evuter: Oh, I did not notice “municipalities.” I am sorry. 
Che _CrairMan: Perhaps you will explain Table II. 

Dr. Coats: The purpose of Table II is simply to give a bird’s eye view, 
) ic to 1913, of one of the items of Table I, or rather of the interest situation, 
and the average rate of interest on the funded debt of the Dominion. It shows 
t the average rate of interest has gone up, in the first instance, from 3.43 in 
3, to a maximum of 5.20 in 1922, after which it has declined until to- day, 
in 1932, it is 4.97. 

Hon. Mr. Evter: May I ask another question; I have always understood, 
I think we have it on record in Hansard, more than once, that the debt 
e the war was $336,000,000. Here it is given, in 1913, as $260,000,000. 
not that so? 

Dr. Coats: It is $311,833,272 in 1914, fiscal year. 

Dr. Cupmore: I think there is confusion between the funded debt and 
et debt. The net debt of Canada on March 31, 1914, was approximately 
6,000,000. The funded debt was smaller—long term loans of that time— 
on. Mr. Evter: Should not they be included as debt, even if you do not 
call it funded debt, if you want to get the actual debt? Or is that provided for 
W re? 


” 
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Dr. Coats: This is not a statement of the debt situation. We are engaged 
now in showing interest payments and fluctuations in the rates thereof. Th 
debt matter we had thought was covered in the first memorandum which ° 
submitted, in which the net debt and the funded debt was submitted. ae 

Mr. Mackenzige (Vancouver Centre): May I ask a question in regard to 
that 4.97. What are the variations in the various rates of interest, various 
maturities? There are quite a few as low as three per cent, are there not? 

Dr. Cupmore: Yes, there are. 

Mr. Mackenzir (Vancouver Centre): 1 would like to know 1a 

Mr. Marsuauui: There is quite a variety of rates. For example on the 
indebtedness payable in London we have a rate of 34 per cent; we have a rate 
of 3 per cent; there is one as low as 24 per cent; and we have as high as 5 pele 
cent for those payable in Canada and ‘New York. es 

Mr. Mackenzie (Vancouver Centre): What is the highest on that? ~ 

Mr. MarsHauu: 54 per cent. : 

The CuarrMAN: Shall we pass to Table III now? 

Dr. Coats: Table III shows the maximum and minimum average interest 
and discount rates charged by all banks on loans or advances in Canada during 
the years 1930, 1931, and 1932. These have been supplied by the Inspector 
General of Banks, w ho obtains a quarterly return of this nature from the banks. — 

Mr. Spencer: I don’t understand this, Mr. Chairman. I don’t know of 
farm loans in western Canada less than eight per cent. : 

Mr. Lawson: There may be a lot im eastern Canada at four per cent. 

Mr. Moranp: The table shows the average. 

The CHatRMAN: On bank loans. 

Mr. Lawson: Bank loans. 

Dr. Coats: Bank loans and discount. 

Mr. Lawson: It is the average over the whole country. 

Dr. Coats: It is the average over the whole country. 

Mr. BorHweii: How do you get maximum and minimum? 

Mr. Mackenzie (Vancouver Centre): Average maximum, average minimum. 

Mr. BorHweuu: Taking different times of the year. 

Mr. Mackenzin (Vancouver Centre): Is any information available of ihe 
highest rates of interest and lowest charges of the bank in these classifications? 

Dr. Coats: All those high and low rates are washed out in this average, 
Of course we have no direct information. 


Mr. MackENZIE (Vancouver Centre): It might be of interest to know what 
is the highest rate of interest charged in Canada: by any bank, and the lowest. 
This is just what is the average. 


Mr. Marsuauu: In a book written by Mr. E. L. Stewart Patterson, “Cant - 
dian Banking,” on page 157, it states: : 
At the last revision of the Bank Act, 1923, Mr. H. O. Powell, gent 

manager of the Weyburn Security bank, whose bank operated. only i 
Saskatchewan, stated that the majority of their loans were at eight pe’ 

cent, and some at ten per cent. He further stated that the interest rate: 

were lower in western Canada than in similar sections of the United 
States, and that farmers in Dakota would be glad to obtain laa 

tw elve per cent interest. 


That is the only definite information we have on that. 


Dr. Coats: On the average maximum, the Inspector General of Bar R 
obtains a quarterly statement from the banks, and this maximum and minimu. 
is simply the average of four quarterly statements. Se 
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“(Vancouver Centre): Some of the complaints we have 
t there is no uniformity, that they are higher in certain sections of 
ry and lower in others. I would like the figures from the Inspector 
of Banks to show the highest rate of interest charged and the lowest, 
here is any lack of uniformity. 

Coats: I am not sure whether the Inspector General has that figure 
oy understanding was that he had merely obtained from each bank 


4 . Hackerr: Doctor Coats, nedodiiediy due to my inexperience in ee 
I do not understand, but I avant that an average was the mean 


‘Hon. Mr. Evter: That is my idea, too. 
: Mr. Lawson: If you were talking about an average 0 over the whole year, 


one fixed period during the year, for example, any one month; and the 
mnimum is the average minimum interest charge during any one month? 


r. Coats: It is during a certain three months’ period, that is quarterly 


Dr. Coats: Quite so. All this means by this average per cent for the 
is that the four maxima and the four minima are added and divided 


et per cent, and see loan of $1,000 was at six per cent, it would 
e fair to average the two in arriving at the rate at which the money was 
ed. But this is rather, as I said before, a more or less rough and ready 
sure that we have scraped together, in the past week or ten days, from 
iat is immediately available. 

Ir. Perrir: You take four maxima and average that, and take four minima 
id average that. 

Dr. Coats: Yes. 

Hon. Mr. Evtrer: They might be on different sums. 

‘Dr. Coats: Well, precisely; there is that point, too. 

Mr. Lawson: If I understood Dr. Coats correctly, he said this was not a 
— egeraee. 


Ly statements under the ene of each year; but I don’t know that 
uld have told you anything very much more; it would still be open to 
ection that it was unweighted inside the quarter. 

.AWSON: Of course, you cannot do an injustice by not being weighted, 
rger loans in all probability have a smaller rate; I mean in the ordinary 


‘Mr. Lawson: Large loans of call money on collateral security would be at 
ate of interest. 
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Dr. Coats: I think the main significance of this table is that it shows a 
gradually falling rate of interest; and J think the table may be relied upon t 
give a truthful presentation of that fact. In 1930, a maximum of 6-43 has 
fallen to a maximum of 6-18 in 1932. 

Mr. Mackenzie: JI should like to. know, in regard to the falling rates of 
interest, has that been a uniform fall all over Canada? Is that true of western 
Canada as well as eastern Canada? 


Dr. Coats: Well, that these figures do not show. ee. 

Hon. Mr. Evter: Would this be true, you say these average rates include 
call loan transactions, which are not ordinary commercial business— 

Dr. Coats: Quite so. 

Hon. Mr. Evuter: These call loan transactions bear a lower rate; that is 
six per cent is lower than the average given at that time. If those were elimin- 
ated and you took commercial loans, the average rate would be somewhat 
higher— 

Dr. Coats: I think that is so. 

Hon. Mr. Evter: —on ordinary commercial business. 

Dr. Coats: I think it is a defect in these figures that call loans are included. _ 

Hon. Mr. Euupr: Yes. 


Dr. Coats: I think it would be better if—call loan business in Canada is 
not extensive, as I understand it. 


The CHarrMAN: Has there been a uniform rate in call loans? 


Dr. Coats: The call loan rate has been uniform, as I understand it. It is 
a small business, and it is carried out, I believe, at a rate which does not vais 
much from six per cent. 


The Cuatrman: Table IV, now, please. 


Dr. Coats: There is a misprint in the fourth column, that heading of the 
fourth column of Table IV should be “collateral loans,” “not call loans.” I 
wish to correct that. 


Mr. Lawson: May I ask if there is any volume of business there? 


Dr. Coats: The idea of this table, which relates entirely to Ontario, is to 
show the trend of interest, both paid and received by the loan companies in 
that province over a period of ten years. It analyzes what these companies have _ 
paid by way of interest on deposits, and on debentures and debenture stocks; 
and also what they have received on loans they have made on mortgage — 
security and collateral security, on bonds, debentures and stocks, and on stocks. 
The signficance is— 


Hon. Mr. Eunrer: Were there no loans made on stocks prior to 1930? 


Dr. Coats: There is no record of that. They are included with bonds prior 
to that; bonds, debentures and stocks was the heading prior to 1929; stocks have 
been eliminated since. I think the really significant figures are, from the stand- 
point of the Committee, perhaps the trend shown in the interest charged by 
these companies on mortgage security and on collateral security. There has — 
been a perceptible decline between 1921 and 1931. 


Hon. Mr. Euter: And a rise on deposits? 


Dr. Coats: Yes. You will notice there is a decline also in what: they paid 
on debentures. In other words, they paid less interest on the money they had 
to borrow. 


The CuairMaAn: Are there any other questions on Table IV? 
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Awson: Dr. Coats, these figures showing what they paid on deposits, 

pose those are averages resulting from one loan company receiving deposits 

d paying three per cent and another four, and varying rates of that kind, are 
2 


Dr. Coats: Yes. It is the total interest paid by those companies on the 
total money that they have out on deposit. 

__ Hon. Mr. Evter: Do any of them pay as low as three per cent?—A. I don’t 
think so. 

_ Mr. Hacxerr: Not according to the figures. 

‘Mr. Lawson: They must, to get those averages. 

Hon. Mr. Evier: No, they are all between three and four. 

Mr. Lawson: Some of them pay four and four and a half. 

_ Hon. Mr. Evter: Do any pay four and a half? 


__ Mr. Lawson: Yes; on fixed term deposits, issue certificates, and you have 
got to give them thirty days’ notice or something to get your money out, and 
they pay as high as five, I think. 

_ Hon. Mr. Evier: Would not those be under debentures; they are in the 
second column. 

Mr. Lawson: No, they are not debentures; time deposits, I think they 
ll them, trust deposits, or something like that do, they not? 

mr Coars: Yes. 

Mr. Lawson: They are trust deposits, or time deposits. 

_ Dr. Coats: I think it is improbable that any rates paid by these companies 
on deposits are as low as three per cent, for the simple reason that they have to 
_ bid against the banks, and they would, perforce, have to offer a higher rate of 
terest, than the banks, I think. / 

a Mr. Spencer: Banks never pay more than three per cent on deposits, do 
mey? 

_ Dr. Coats: I don’t think so. I think on savings they pay three per cent. 
Mr. Spencer: And that is on minimum balances. 

The CHARMAN: Everyone pays on a minimum balance. I think the daily 
balance rate is— 

Dr. Coats: I might say this table is based entirely on the annual reports 
the loan and trust corporations to the Registrar of such corporations in the 
rovince of Ontario. They are simply excerpts from the series of their reports, 
d the purpose of the table was to give a bird’s eye view over all classes of 
interest rates during the past ten or twelve years. 


_ Mr. Moranp: Dr. Coats, is Ontario the only province where these loan 
companies can take deposits? 

~ Dr. Coats: Oh, I don’t think so. I would like to point out that these are 
not necessarily—loans are not in Ontario alone. A great many of the companies 
eporting here do a dominion-wide business. For example, the Canada 
Permanent is one of the companies that is covered in this. It is of wider 
ficance. It is not of strictly Ontario significance. That is what I want to 


The CuHarrMAn: Table V. 

Dr. Coats: Table V is a table that is presented on account of the wealth 
ts details. It shows for the three years 1929, 1930, and 1931, the average 
e of interest which was charged by some fifty-seven companies which are 
ted, their names not being given—A, B, C, and so on. These returns are the 
al rates which were charged by these companies, and here we have succeeded 
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in getting returns split up not exactly by provinces but by sections, the M 
times being grouped and the prairies being grouped, the Maritimes, Ontari 
Quebec, the prairies oo British Columbia all being differentiated. 


Mr. Moranp: . Coats, are these interest rates, interest collected ( 
interest contracted aa - 


Dr. Coats: Those are the interest rates charged on new realty morteaeee 
I may say that the information in this table has been supplied entirely 
the secretatry of the Dominion Mortgage & Investment Association fro 
fifty-seven of his companies. These are the interests contracted for. 
Mr. Moranp: Contracted for? 
Dr. Coats: Yes, on new realty mortgages; new mortgages made in th 
years, not renewals. eae 
Mr. Spencer: How is it you have nothing on farm mortgages in the 
maritimes. : 
Dr. Coats: Is there nothing under farm mortgages? Yes, company fcc 
reports a rate of eight per cent. Each of these represents a specific company. 
Company A apparently has no business at all in the maritime provinces; but 
company G1 has, and it records a rate of eight per cent. At the end of Table 
II, company D2 reports, in 1929, a mortgage rate of 64 per cent on farm = 
mortgages in the Maritimes? eee: 
Hon. Mr. Evuuer: One in British Columbia is eight per cent on farm — 
mortgages. ee 
On: Cons) Vex: 
Mr. Macxenzig: Nearly ten—9-72 on prairie urbans. 
a. Power: Ten on the prairies. 


Coats: I think this is a valuable table, showing what fifty-s -seven - 
ite iene companies charged in the way of interest. 


Mr. Morano: I would be very much interested if you would make a_ 
note whether, when they arrive at this amount of interest, that is really con- 
tracted interest or paid interest; because from my limited experience, I have 
known of no companies that have reduced their interest rates in the last three — 
years, and yet these figures show a marked reduction. Why could not the 
details be produced here, in figuring the total amount of interest they have 
received and the amount of their loans, and any amount of interest which © 
they have contracted during that period? 


Dr. Coats: I certainly understand that this is interest contracted for, / 
because it is on new loans; it is a summary—an average of the rates that the z 
company is charging on its new business for that year. oes 


Mr. Morano: Another question, Doctor, which I think would be of some 
interest if it is possible to get it, and that is the change in interest rate, whether 
lower or higher, with respect to renewals in the last two or three years. 

Mr. Lawson: That is quoted in table VI. 


Dr. Coats: That is given in table VI, average rate of interest. I mignt 
pass on, perhaps, to table VI. The idea of table VI is to give more of an 
historical background to the data contained in table V, by showing the rates — 
and values, from the experience of one company by provinces—and, in ie 
case of Ontario, by a couple of typical counties. = 

Mr. Rostnson: The two best counties in the province! 

Dr. Coats: The first page of table VI has reference to new business 4 


accepted, and the second page to renewed business during the year. Tha 
perhaps answers the question made a moment ago. 


The CHarrmaN: And are the figures from the same group of companies 
in each case? 5 


AND COMMERCE 59° 


fe ‘Well, it is one company, you see. These are from a large 
is the report from a large company—I am not at liberty 
e name—but it is a large company which does business, as you 


on page 1 of fhe ornpandiit you will find a summary ‘of the 
ns of this table, and these will trace the fluctuations in rates as between 


ao e Cuarirman: Are there any questions on table VI? 
iss “Pr. Coats: Table VII is simply an analysis of the preceding table. It 
yws the period of frequency of rates of interest. For example, you will see, 
ng the top line, rates of interest are listed from 6 per cent to 8 per cent. 
g the returns of the companies in table V, there were 21 companies which 
ed new farm loans in that table at an average of 7-28 per cent, the number 
ypanies entered under these different rates was actually 21. The different 
is show the percentage at which companies actually placed their loan. 
ance there were, taking 1929, a total of 2i—one at 6-00; another at 6-26; 


Mr a With shee to 5 this table VII, Dr. ae I wonder could 
eli the pee re what province in the prairies is able to borrow money 


yr. Rekes: Well, it is the fact that—take the loan returns for 1931—there 
13 companies of which we have the average at which they made their 
in that year; the average for the whole 13, for all their loans, was 7-38. 
of those 13 companies reported that its average rate of loan was 6 per cent. 
ther one a Be it was os ce ais another 6-50; oye were me the heading 


at a pases 
4 Coats: Yes. 


tion. 
. DonneLy: All these are only farm loans? 


iw: Iti is i old story, if a coy bites a man we do not Tee very 
bout it, but if a man bites a deg that is real news and gets scare headlines 
ewspapers. 
‘Dr. Coats: There may have an exceptionally good risk there, it is possible. 
table bears that out to this extent, you will notice that the largest number 
er the heading 8 per cent, that. is, the largest number of companies. You 
means that of 13 companies, in 1931, four obtained an average of 8 per 
bt there were nine others — got under that, that obtained a es average 


on | 
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Table VIII is designed to give a tolerably wide perspective of the earnings _ 
of good bonds since the beginning of the century. This table takes into account 
the current market price of these bonds. It is compiled monthly by Wood, 
Gundy and Company, Limited, who estimate exactly what the earnings of money 
invested in Ontario bonds are, at the prices then current, for such bonds. 

Mr. SprakmAN: That is, the actual returns in money. 

Dr. Coats: Yes, that is the actual return. It supplies one or two rare cases 
where, from a somewhat different angle, bonds were shown at their par value. 
But, in this table the market price of the bonds is taken as the capital, or the 
investment, on which the interest rate is earned. Of course, it shows a gradual 
sinking in the rate. Particularly noticeable is the decline of 1 per cent between 
January, 1932, and January, 1933. 

The Cuamman: These bonds are of the province of Ontario and are all 
subject to Dominion income tax. There are no tax free bonds listed in this 
table, because the province of Ontario has no tax free bonds. 

Dr. Coats: Table IX-is exactly the same, termed in index numbers wwii the 
year 1926 as equal to 100. Taking the year 1926 as the basis of comparison the 
figures in table IX are percentages, showing either the cost or the decrease in 
the earnings of such bonds at current market prices. 

The Cuatrman: Are there any questions? 

Dr. Coats: Table X does the same, almost, for Dominion bonds, since 1919, 
by months—Dominion government bonds at the current market prices. The 
decline in the rate from February, 1932, to February, 1933, is from 5-23 to 4-49 
—roughly from 5+ to 44. 

Mr. Lawson: Does that mean, in respect to the market price of bonds. 

Dr. Coats: Yes. 

Mr. Lawson: But, we did not issue any bonds. 

Dr. Coats: No, it is the market price of the bonds. This table applies only 
to the refunding loans that mature in 1940, 1943, 1944, and 1946; and that are 
taxable. 

In the short appendix to this memorandum we have brought tiene a 
few notes on the interest rates chargeable by various farm loan associations, 
provineial and dominion—Manitoba, Saskatchewan, Ontario and the Dominion 
Farm Loan Boards. There were some questions the other day with regard 
to their operations, and I have assembled these data which show on what 
rates these particular associations are operating. 

Mr. Botuwe ui: Dr. Coats, with regard to that statement in the appendix, 
of the Ontario Agricultural Development Board “ interest rate of 54 per cent 
is as low as is to be found anywhere,’ and is “4 per cent less than is otherwise 
charged throughout the province.” Coming back to this table which shows 
interest rates on city and farm properties, it shows an average of around 6 per 
cent for Ontario; that would mean something like 94 per cent should be shown 
as the average? 

The Cuarrman: Yes, that is the statement in the report of the Ontario 
Agricultural Development Board, at page 4. 

Mr. Bornwetu: According to table V, Ontario loans earn 6-74 per cent; 
6-19 per cent, and so on. 

Mr. Marsuaty: The reason that we included this statement in the memo- 
randum is simply to show you what the interest rate was. We really might have 
just merely mentioned interest rate, without quoting the whole sentence. That 
is the statement of the Ontario Agricultural Development Board, it is not ours. 


Mr. Bornwetu: There must be loans in Ontario, then, as high as 93 per 


cent, if their statement is correct. 
od 


~ Mr. Sanperson: I do not think there are any loans at 94 per cent. 
Mr. BorHwe tu: Then, that statement is incorrect. 


Mr. Lawson: Did I understand Mr. Marshall to say that that sentence 
was taken from the report of the Agricultural Development Board of Ontario? 


Dr. Coats: Yes, from page 4 of their report for year ending October 31, 


The CuatrMAn: Are there any questions, further, in regard to this memo- 
ndum? Shall we go on with the next heading, number 3 of the Speakman 
memorandum, “ other charges, under various classes, as inspection fees, renewal 
harges, etc. ”.? 
Mr. Lawson: Mr. Chairman, I don’t know what the view of the Committee 
is, but it is almost half-past twelve. There seems a lot that we have to digest 
‘in the information given to us this morning. 
The CuamrMan: Whatever the Committee wishes. We can leave off here 
nd go on with renewal charges, etc., the next day. 
Mr. Speakman: If there is a brief statement of these charges, Mr. Chair- 
man, it might be given now and we would have it, to look over in the meantime. 
Mr. Lawson: Interest charges is a subject matter all by itself, and we 
ave a very considerable amount of information about it here. 
The Cuatrman: As the Committee wishes—shall we adjourn, or shall we 
continue? I think, Dr. Coats, you might go on with what you have there. We 
will deal with the next heading: information on inspection fees, renewal! charges, 
ete. That is the next item in the Speakman memorandum. 

Dr. Coats: We have some notes here. | : 
~The Cuarrman: Well, there is no motion to adjourn, Dr. Coats. 


Dr. Coats: I will ask Mr. Marshall to tell you what we have gathered 
under this head. 
_ Mr. Marsnati: This information is headed: 


Nore on Inspection Freres, RenEwaL Cuaress, Erc. 


. We have been given information of only a very general character 
applying to members of the Dominion Mortgage and Investments Asso- 
ciation. There appears to be a great diversity of practice extending to 
almost every company and varying with individual loans. 

A common practice seems to be as follows: The person desiring to 
take out a mortgage approaches an-agent who deals with a loan com- 
pany. The mortgagee company pays the agent one per cent commission 
which is not charged to the loan. The borrower (mortgagor) may pay 
-a further $5 plus 10 cents a mile to the agent. In lieu of the above $7.50 
_ may be charged by the company for inspection in which case this sum 
would be deductable from the mortgage and the agent would receive 
only 1 per cent. 
ae During the period of the mortgage there may be additional inspec- 
tions which may not cost anything or may cost on the average five 
dollars. 

Renewals may cost nothing but if they require searching, convey- 
ancing or other incidentals a fee averaging seven dollars and fifty cents 
may be charged. A great many seems to be free if the mortgagor has 
a good record with the company. 
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One company reported :— 


At both our Saskatchewan and Manitoba branch the charge 
for renewal of a City loan is $5. The cost of a renewal of a farm 
loan in Manitoba has apparently been $5, and in Saskatchewan — 
$3.50. We assume the reason why these fees are so low is owing 
to the fact that we had recent information from the Inspector on the 
securities, thus obviating the necessity of a new report. a 

In Manitoba during the last two years there were quite a num- 
ber of loans renewed in connection with which no charge whatever 
was made. In Saskatchewan they state that a “charge for renewal 
has only been made where it has been considered justifiable, and we 
have in quite a large number of cases put through renewals without 
any charge whatsoever in order to assist the borrower. 


In the case of members of the Dominion Mortgage Association, legal — 
costs are said to be much lower than is the case with private mortgage 
lending. a 
A schedule of legal costs was obtained from one Trust Company. 


New Mortgages 


On mortgages up to $3,000, 1 a cent of value of property. 
Excess over $3,000 up to $20,000, 4+ of 1 per cent of value of prspeaas 
Excess over $20 ,000, 4 of 1 per cent of value of property. 

There is a minimum charge of $15. 


Renewals 


Minimum, $10; sometimes $25 or $35. 

Discharge usually $5. 

To obtain exact and comprehensive information all companies would — 
have to be circularized. : 

Reports of various Farm Loan Boards indicate that See fe or 
appraisal fees and legal costs are charged. Detailed data on these points — 
must be secured. 

Information would have to be obtained from private lenders if the | 
picture of fees and charges is to be complete. 


The CHAIRMAN: Is that all you have on that? 
Mr. MarsHatu: Yes. 


Mr. Stantey: Was this memorandum which Mr. Marshall read given by 
the Mortgage Association or was that your summary? 


Mr. MarsHauti: This was my own summary, information I got from that 
and from some other sources. 


Dr. Coats: I am a little bit-at a loss to know what we should do in a ~ 
case like this. That is very fragmentary information, of course, and I do not 
know that we have an instruction from the Committee to go into these things — 
with the elaboration that is necessary if you want to have a really reliable and — 
comprehensive view of the subject itself. It is the same with these interest — 
rates I have given you to-day. It is distinctly a “scratch” job. I think it is 

valuable, so far as it goes, but it is not put forward as the kind of a statement — 
I would like to make as to the subject of interest rates during the past eight 
or ten years. We can elaborate, but it can’t be done in a week or ten days; 
just as, if you want to have a really all round view of this subject of subsidiary 
charges, there will have to be some digging, some delving into things, and some __ 
time taken in covering sources of information, and being sure that we have given 
them thorough revision, and so forth and so on. What we have to date is nO 
a complete statistical presentation of the matter. 
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NoraND: Would it be possible, Doctor, to get the arrears of interest 

neces, and the number of years in arrears? For instance, the total 

1 loans which are 1, 2, 3, 4, or 5 years in arrears; and the total amount 
ears in each of the provinces. Is that something that you could get 

these sources? 

r. Coats: I think we could get a good deal of that from the organized 

ies. Of course, it would be a parlous undertaking to try and round up 

e mortgages as between individuals. 

Mr. Moranp: That could not be done, but the companies are all that would 

e necessary for us to get into the picture. 

_ Dr. Coats: Quite so, I think we coud get something on that score from the 
npanies. 

ir. Ropinson: They usually write arrears off in about five years. 

Mr. Moranp: I would lke to know whether our people are maintaining, 

e capable of maintaining, their interest payments, and what the effect of 

nterest has on the picture of indebtedness generally. I think that will be 

etter than a lot of tables or figures. 


_ Dr. Coats: As a matter of fact, it is published, partially at least, in this 
eport from which I cited a little while ago. It is the basis for one of our 
ables, the annual report (1932) of the Registrar of Loan and Trust Companies 

Ontario. You will find, on page 33, the amount is cited by several com- 
mies of the interest due and unpaid at the end of the year. And it would not 
_ dificult matter to relate that to the total interest payment, and analyze 
significantly. 


r. Wiuuis: I wonder if you could get any more accurate information of 
N' you might term voluntary reduction, that is to say, where the mortgage 
ompany realizes the inability of a man to pay off a loan which he owes, due 


‘the accumulation of interest. I think this Committee could do, perhaps, valu- 


ortgage company which is in Manitoba, the last time I was in about a man’s 
oan. The manager of the mortgage company said, we wrote this man and 
ver got a reply, we didn’t do anything about his mortgage, then we wrote to 
; neighbour; he came in and we wrote off $1,000 of his mortgage, realizing his 
iability to pay, realizing that from that property even with normal times he 
yuld not pay off the mortgage. If we could, through this Committee, indicate 
t has been done, and what the possibilities are, from the point of view of 
le mortgage companies and from the point of view of the borrower, I think we 
ould be doing valuable work. I think there are opportunities for the borrower 
get written off a portion of his mortgage which he is not aware of, and there 
re opportunities, from the point of view of the mortgage companies, not to kill 
rd that is laying the golden egg. 
Ir. SPEAKMAN: I might say, Mr. Chairman, that when in the beginning of 
nquiry we were discussing the various sources of information, it was 
evested that we might obtain some from the debt adjustment boards in the 
Prairie provinces, from the officials engaged in that work who have covered many 
ousands of cases. I have been assured by the government of Alberta that they 
be very willing to co-operate in this respect. They have done a great deal 
that work of adjustment as between creditor and debtor. Just on that account 
they have a lot of valuable information, and further material along the 
geested might be obtained from them as well as from the companies. 


fr. Wits: Their information would be of a wider scope. It would not 
to mortgages alone but to all debts. 
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Mr. Speakman: No, it would refer to debts of al classes, , oo 4 
“Tite Nee aaa We will get that for you. 


there are debt Rete ee in ak ne the tines Prine provinces. 

Mr. Sranuey: In regard to the matter of service charges there is a creat E 
more of the story, I think, that might be brought to the attention of the Com- 
mittee than was given in the little memorandum which Mr. Marshall read. 
Whilst it may not be of particular value as a question of statistics, I believe 
would be of value for the Committee to go into that matter with more care and 
give us a good deal more information as to the actual charges made in plac 
mortgages, in discharging mortgages and in inspecting mortgages from time to 
time, and at various sums and on various classifications of mortgages; beca: 
some of the most bitter complaints we hear are from those with small mortg 
trying to discharge them, and the cost of their discharge as well as the cost. oe 
inspection in connection therewith, and all the various details which go into y . 
might be called services in placing and discharging mortgages. 

The CuHatrmMan: I think you have a good deal more oe Doc 
you can put together for the next meeting. 


The Committee adjourned to the call of the Chair. 
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APPENDIX “F” 


THE SECRETARY OF STATE OF CANADA 
Ottawa, March 28, 1933. 


Dear Mr. MatrHews,—With further reference to your letter of the 8th 
instant, I am sending you herewith a copy of a memorandum which has been 
ransmitted to me by the Provincial Secrétary of British Columbia, in answer to 
the questions prepared by a sub-committee of the Committee on Banking and 
Commerce, concerning debts and interest rates within Canada. 


Yours very truly, 
C. H. CAHAN, 


ae Secretary of State. 
/R.C. Marruews, Esq., M.P., 

a House of Commons, 

a Ottawa, Ontario. 


_ (Copy) 
Victoria, March 18, 1933. 


MEMORANDUM FOR THE HON. ATTORNEY-GENERAL 
Re Interest and Debts 


It is perhaps needless to remark that the general questions raised by the 
attached letter from the Secretary of State are not only of great importance, 
but demand a great deal of study and thought. I have not had an opportunity 
to consider the subject in any sufficient way and offer no apologies for the 
shortcomings of this memorandum. The principles and points involved are 
such that eminent counsel in the law could argue them for many hours. 


There seems to be no direct authority on the extent of the jurisdiction of 
the Dominion in respect of the subject matter ‘“ Interest’ as conferred upon 
it by section 91 of the British North America Act. There are only a few 
‘decisions by Courts of first instance. I have not had time to explore the 
various text books, but came across certain remarks in Lefroy, which indicate 
the aspects of the problem. It is asked whether the power can interfere with 
the jurisdiction as to contracts, even if they are contracts to secure payment of 
money, that is, where interest is only incidental to the contract. Is the power 
_merely one of a general legislation on the subject of interest.” Can the Dominion 
“fix what shall a the legal rate of interest apart from agreement or express — 
Provincial enactment and pass usuary laws restricting the charging of interest.” 
_ Lefroy (“Canada’s Federal System,” p. 276) quotes an extract from the 
ase of Bradburn v. Edinburgh Assurance Co.—(1903) 5 O.L.R. 657, as follows:— 
It is argued for the defendants that the right of ie Dominion 
to legislate is only as to rate, as to usury, leaving details and matters 
affecting contracts to the. Provinces. On the other hand it is argued by 
the plaintiffs that the Dominion was intended to have, and has, power 
to deal with interest as to rate, and, also, when it shall, and when it 
shall not be payable, even if, in so dealing With it, in concrete instances, 
there is an apparent interference with property and civil JOA MSG I 
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do not overlook the argument that, as a logical result, the Domitian 
legislate to limit any contract to the shortest duration when interes 1s 
InVOlvedsgee a 


The only legislation passed by the Dominion and directly dealing ah 
the subject of interest consists of the “ Interest Act” and the “ Money Lenders 
Act.” The former Act has been upheld in several cases. There are, of cour 
various other Acts which contain provisions respecting interest. The “ Interest: 
Act” itself in effect covers the whole field, but provides that in the absence 
of agreement the legal rate of interest shall be five per cent. Certain other 
sections expressly aelate to mortgages on real estate and other provisions fix 
the rate of interest in respect of Judgments for British Columbia and certain 
other Provinces. Then, of course, there are sundry Provincial enactment: 
which fix the amount of interest which shall be paid under certain conditions. 

It would seem that the first thing is to form some idea as to the extent 
of the general power concerning interest, what is the meaning of that term and 
the scope of the power. It will be noted that the word “ interest” stands by 
itself and it is clear that interest is not a thing which can exist by itself, but 
must arise out of a contractual relationship, voluntary or compulsory. If one 
applies the ordinary principles of construing the British North America Act it 
would seem to follow that the Dominion has an exclusive power over the whole 
field of interest and that it could pass much wider legislation than it has 
hitherto done. 


My “guess” is that there is no limit whatever to the Federal power Fe its. 
exercise 18 ” strictly confined to the subject of interest, and that legislation can 
be passed de aling not only with the rate of interest or the time during which it: 
shall be paid, but also with regard to particular classes of companies or business 
and applicable to any part of the Dominion. The power must be properly used. 
For instance, the legislation may lay down what interest shall be chargeable on 
loans made to wheat growers, or say that automobile financing companies shall 
not charge more than a certain rate of interest, but it 1s invalid legislation when 
the Dominion in an “Insurance Act” provides that it shall be a condition of a 
company’s licence that it shall make a loan on a policy at a rate of interest not 
exceeding six per cent. 
Attempting then to apply these ideas to the questions put by the Secretary 
of State I would offer the following submissions: — 
Question 1. Answer in the affirmative, and it would seem to be inmate E 
when the corporations were created. Banks are an example of corporations — . 
falling within this question. 
Question 2. Answer in the affirmative, but so far as corporations ‘other thea 
Federal” are concerned the Dominion perhaps could not interfere with a contract. 
made with a foreign company outside Canada, though the party liable for ihe 
interest might reside within Canada. 
Question 3. Answer in the affirmative, but the fact that the contract is” 
bill of exchange or promissory note would not, I think, increase the Dominio 
powers. Those would still be subject to the general principles. 
Question 4. Answer in the negative. I do not think that the Dominion has 
any exclusive powers in respect of debts, except in so far as they relate to a 
subject matter like bankruptcy. Debt would seem to fall within the Provincial 
field of property and civil rights. 


i Bees Ee GARRETT, 
Registrar of Companies. 
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APPENDIX “G@” 


INTEREST CHARGES 


Interest charges may be considered from the point of view of the actual 

ayments which have to be made on outstanding indebtedness and also as 
ards the trend of interest rates over a period. In the latter case, the rates 
resent the prevailing cost of money at any particular date. In the following 
les, information is furnished from both points of view where possible. 


Table I shows the total indebtedness of governments and corporations 
ether with the annual interest payment. The average rate of interest shown 
Column 111 has been calculated by expressing Column 11 as a percentage 
f Column 1. - 
Table II shows the average interest rate payable on the Dominion Funded 
debt from 1913 to 1932. It will be noticed that since 1922 the rate has been 
‘slowly declining. 
~ Table III shows the maximum and minimum average interest and discount 
es charged by all banks on loans or advances in Canada during the years, 
930, 1931 and 1932. (Based on quarterly report of Banks to the Inspector 
neral of Banks). ed 
- Bank call loan rates have been reported as 6 per cent for the last few years. 


: - Table IV shows the average rates of interest received and paid by Loan - 
jompanies registered in Ontario. 


- Table V shows average mortgage rates, rural, urban and total charged by 
members of the Dominion Mortgage Association in 1929, 1930 and 1921. 


Table VI gives additional information on mortgage rates and covers the 
iod 1917 to 1931. The rates in this table relate to one large company only. 
hey cover: — 
1. Average rate of interest in new business accepted and completed in 
cified years; 2, average rate of renewal in specified year; and 3, the com- 
ation of both. The combined rate has fallen from 8-29 per cent in 1921 
o 6-87 per cent in 1931. No separation is made in this table for rural and 
rban mortgages except in the case of two Ontario counties. In 1931, the 
er of rates from high to low was as follows: 

Alberta, 7-85; Saskatchewan, 7-63; Nova Scotia, 7-52; British Columbia, 
5; Manitoba, 7-20; New Brunswick, 7-03; Ontario (including city of Mont- 
1), 6-71. In Oxford county the rate was 6-65 per cent and in Brant county 
per cent. 

From 1917 to 1925 inclusive, farm mortgages averaged over 8 per cent in 
‘Iberta and Saskatchewan. Probably also in Manitoba. In 1922, in Saskat- 
wan they averaged 9 per cent. From 1926 on, the tendency has been to 
er levels. 

For 1929, twenty-one companies reported new mortgages in the West. 

The interest rates ranged from 6 to 8 per cent, the simple arithmetic average 
e being 7-28 per cent. For 1930, eighteen companies reported new mortgages 
the West. The interest rates ranged from 6 to 8 per cent, the simple arith- 
ic average being 7-47 per cent. 

For 1931, thirteen companies reported new mortgages in the West. The 
erest rates ranged from 6 to 8 per cent, the simple arithmetic average being 
er cent. 
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Table VII shows number of companies Sars poked ogee 


mortgages in Prairie Provinces in 1929, 1930 and 1931. 


Table VIII shows the yields of Ontario Bonds from 1900 to 1933 
table furnishes a good historical record of the trend of interest rates | 
long period. It will be noticed that rates have worked to cone 


levels as compared with the high war and post-war rates. 


Table IX represents the same data in the form of index saab Takin 
interest rates in 1926 as equal to 100, the February index was 98-7. In October 


1920, the index was 129-4. 


Table X shows the yield on certain Dominion Government Bonds 8 
These yields are usually very similar to those for Ontario, but. 
January and February, 1933, rate drops lower than in the case of Ont 
In February, 1933, the current price of long term money loaned OF 


1926. 


bonds. 
highest grade security was 4:49 per cent. 


An appendix gives some information regarding rates of interest obits 


Farm Loan Boards. 


mn 


TABLE 1—DOMINION BUREAU OF STATISTICS, CANADA 


FUNDED y Desr or CorPoRATIONS 


(Latest Available Figures) 


= 


— Amount Interest Averag 
outstanding ; z 2 He 
$ $ 

Net Mebt ot Canada. March sl 19320. so eee 2,375, 846, 172) (a )118, 244,743) © 
Guaranteed Debt ot Canada] 26. yee see ee ee 1,000,522, 406 43,348, 833 
Gross Direct Liabilities of Provinces, fiscal years ended in 

WB D ee ats eyes Mak eae ee ae Cee eee ea 1,363, 382, 464 62,715, 593 
Indirect Liabilities of Provinces, fiscal years ended in 1932. . 215,977,011 9,071,034 
Grand Total Direct Liabilities of all Canadian Municipalities 

December 34,1931, at costysans toe ee ae 1,584, 000, 000 77,616, 000 
Corporations— . 

[Gi Ge | Paennet ae een AP Gren ec cha Gace mes We icy in 620, 000, 000 27,900,000] © 

GNUR a (unenaranteed)g-go. ee ae eee 229, 000, 000 9,847,000 

Other Railwayesecurities.. 1.2 Ge oe eee 70, 000, 000 3, 150, 000 = 

Other Corporations: 905 25 Pie ee a 1,178, 000, 000 64;672, 000). = 

- 8,636,728, 053 416, 565, 203: 


(a) Funded debt less interest on loans to Banks, Provinces and Foreign Governments. 


TABLE II 


(Fiscat YEARS) 
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EREST Ratz on Dominion Funpep Dust, 1913 70 1932 (Bons, DEBENTURES, TREASURY Bits) 


Amount of Amount of Average * 

—— funded debt interest rate of 

outstanding payable interest 

$ $ % 

Pe tere A ay as ee IG i nok seas oS « 260,869, 037 8,973,746 3-43 
Foie ie! chk Ae BERG ape a ASSO ed ae 311,833, 272 11, 162,047 3-57 
Ree MGI ae oye i) es atte Ck aye wd ea 358 , 659 , 932 13, 075, 447 3°64 
PE ert ee art mn Ree REE Ue 508 , 000, 366 20,499, 696 4-03 
PE RCT Tse ET tal atee ge APR wy Oho S See Giyiiehece NS g's 893, 208,877 39,098,579 4-37 
og Sh ESR Bic SE AAR 8 2 ee aE 1,472,098, 608 71, 121,368 4-83 
Re ne ee a OM Na Io) oe io ol Cos 2,035, 218,097 102, 218, 489 5-02 
nv gheve LAS Gas RE Ger REI eS Ola ea a 2,596, 816,821 134, 559, 302 5-18 
Sopris Gog SELES Beach lates los ie eg lo 2,520, 997,021 130, 416, 007 5-17 
co ee BS ethie ae aS a ee cae Parla Pa ey i 2,564, 587,671 133, 482, 113 5-20 
+5 eae pees ee eer ae A oP aoa hy LOD, OGL 131,476,511 5-16 
Pe ee Rie ia. inca Pare, oie ce ok bes 2,504, 033,820 128, 571, 337 5-13 
SON re aa s Boh sac eae wits 2,503,763, 169 125,928,071 5-02 
Ieee NNER ey RST Ns vce tus wlsrws clay a os 2,484, 410,336 125, 108, 738 5-03 
i eG ee Boy og ed ws tae a 2,439, 340,736 123,399,911 5-05 
Ee ve ree ie a 2,377,581, 086 119, 479, 400 5-02 
ine OAR Soc Cn OE iy PO Ie IDS TRS Ue a 2,325,413, 986 116, 843, 934 5-02 
NN tee ns ae eer eee sb, sea e aye ee oheb 2, 250, 837, 286 112,942,215 5-01 
se dye ee ites Hiag SOA RUE SR of en es Ua ca ane nae eee a 2,320, 832, 286 115, 491,955 4-97 
oe sh ide 2 Su BBR te Eager a ee ee oot ee 2,579, 238,724 128, 188, 969 4-97 


TABLE III 


AnD MintMum AVERAGE INTEREST AND Discount RATES CHARGED BY ALL BANKS ON LOANS OR 
, ADVANCES IN CANADA DuRING THE YEARS 1930, 1931 AND 1932 


Average % Interest Average % Discount 

Maximum | Minimum | Maximum | Minimum 
ee a ee ee on bee | 6-43 6-29 6-99 6-86 
ee co ON ons TH Aa A 6-39 6-05 6-80 6-66 
oe otis OO Se EN a a 6-18 6-03 6-81 6-67 


TABLE IV ¢ 
Loan Companies, ONTARIO REGISTRY 
Average rate of Average rate of interest 
interest paid on received on 
Debentures Bonds, 
and Col- debentures 
Deposits | debenture | Mortgages lateral and Stocks 
stock loans stocks 
sey 3-58 5-30 7-43 6-12 peal eae 
Eee eae 3-42 5-23 6-92 5-83 Fp eee ee a8 
Be oe 3-41 5-27 7-18 6-69 ReDim eos 
Bees Fo 3-64 5-21 7-06 6-46 ht ee eae 
Pe ee 3-64 5-18 7-03 6-37 ety | thee Sees 
pee 3-61 5-22 6-99 6-36 5 Mele ae 
yee eo 3-59 5-02 6-95 6-35 sd Panes 
pe eS 3-59 4.95 6-83 6-38 GAG ee ae 
a 3-64 4-41 6-81 6-59 63% (eens 
a ee 3-42 4-28 6-65 4-34 4-43 6-91 
Bega 3-70 4-73 6-56 4-58 5-94 6-29 


OS AAR Tak Bare Em 


w tae ts 
70 TTEE 
TABLE V—AVERAGE RATE OF INTEREST CHARGED ON NEW REALTY? 
Maritimes Ontario 
Company z 
3 Farm City All Farm Citys s 
Vee ih age Aaa NINN Moe ia GAN cei Nl 6-32 6-25 
19900 a ee ee ee 6-31 6-26 
HOST ae secre (ene 6-30 6-26 | 
MB 1909001 ee ee ae 6-50 6-10 
LOBOS OA te te a eae 6-50 6-40 
aE Ree ae aan Nar gha a lead tsi ee Os oe oeoe sone rs 6-00 
Ce 990). fo ee a ee 6-50 6250; lee ee 6-30 
19808 ee Se eG eee are 6-50 Ge50tle re een 6-39 
19ST ey Aa ey eee 6-50 6.50 eee ie 6-21 | 
D990 Fe ae 6-50 
1930.6 NS GON Ae ere ees 6-50 
1931.05 SN SEES aa ea ere ee 6-50 
Be 900) oi ee Bs ee ea ge CTS AA ee EAN ik ee 3) 
(2) a 
1930.58 OOS Ee SAN ee ee CL) AGT oe eae (3) 
(2) 7-43/ 
aC Ria aa tanin me ecu sli Sy ae CUES a (D2 7250) a ee eee (3) 
(2) 7-07/ 
By 1929) ec ac ee 
1980. ee Mae SRS Ne co ee eee 
19BE ee OSD Me el eae en te cee ee 
Ge 900 errs en are G50 [a ay 7-00 6:82). ee 
1930 2 RO ee Cia Ein lees aie 7-00 6:82 |. ee 
ABU ce NS a ON ie A aaseraay Eee unatoe eage |e ena eats 7-00 6:80.) ae 
HW 1909. a a A 4) 
o) ae 
ROBO Ss ly EET ole eR a he | (4) 
(5) 
LOBES ee IS ee I ep (se ge | ee {a 
(5) 
I 6-32 
6-30 
6-32 
J 6-50 |. 
6-50 |. 
6-50)| sous 
K 6-50 
6-50 
6-50 
16} 7-07 
7-00 
7-00 
M 6-60 
7-00 
6-50 
N G50 | eee 
6-50 |. 
6-50. \ee es 
O 6-23 
6-50. 
6-41 
Po 1999.65.00 Re Me eI ee aR tc eg ee 2 


(1) Nova Scotia. 


(2) New Brunswick. (3) Including Montreal. (4) Company Funds. 
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¥ 4 : E 
RS 1929, 1930 AND 1931—(57 COMPANIES) 
‘Prairie — British Columbia 
Farm City SANK Farm City All 
6-32 7-40 6-94 7-25 7-46 6-90 6-90 
6-34 7-39 6-93 7-20 7-46 6-89 6-90 
6-34 7-44 6-89 7-23 7-27 6-92 6-92 
6-06 7-60 6-60 AQ de ee Nanette a tee eee 
6-40 7-70 6-60 EAD sean ee celieeion ape gaa 
6-30 7-60 6-90 OO! Wa ek le een ee 
6-14 7-70 6-76 pet MN eee 6-54 6-54 
6-42 7-94 6-81 Teo len tna 6-82 6-82 
6-44 8-00 6-73 (Glace 6-62 6-62 
So ee 8-00 SOOT Ment ter ces ln peuie aes 
fe 8-06 POOs ee lene ce I ee 
iS al ee PAG ae ig ae: (eect 
SENS ae ean easel eke ale ene 7-15 
os airs ae ane eee Ide |e hee Be Ns co gare EN 
ee ee aes WASH Grae Ieee. 7-00 
Ree [te GGA Rs ate title Aa gk eee 6-97 
Fe Ee WeelBe eee Cele lige ocr taveal a Re aoe 6-96 
8-00 olOe|eee a ee eens ont 700, Mee aay ee 
8-00 AOU. eel ns a: MOO aie ee 
8-00 A AQ0E eee Sal on d 7 OOS E trae 
0k ie el ee ee Gy a7 O80 ee Se re eG) eT oe 
EL a Palin aes (Dre AR eae ean le! 85) care oe 
Bee a ee Career ley es at ee Ge 70s 
Oe ee Ts es aE eee eee Oo ee te 
(ety ec oes ete gees et Me trun IG Seis a eres aioe ae 
(Hott tgs ee eel ae a rd 9 re tase 


i; é 
TABLE V.—AVERAGE: RATE OF INTEREST CHARGED ON NEW REA 
Maritimes Ontario 
Company - 
Farm City All Farm City 

Qe 1920 ee ea Ie | es |e 6-37 
TOROS ee Re Sl ete ee 6:46 
aS 1 bese Sag eae Ce ee ema SN a ct 6-42 

19902206 5 2 SR Re eal et cee ead ace 6-50 6-50 
ADB 02 ee Ae a okra pina lh see ee 6-50 6-50 
TCE ieee Meena eder sar ol wee S eC ee 6-50 6-50 

SSE 1920 i GT at a a | re 6-50 6-60 
LOBOS 6.45 I Rs cae ie eed 6-30 6-80 
LORDS ce Re I ae reer ee 6-30 6-90 

DS WOOD sere se in ae ois |e ee 6-50 

U 

= 

W 

Didee aN arg ee HOG nee uc S| eaters 

Dany aie mm ies  niirmea eames ulna a MNEs ere ea ee 

Ze 19D se NE, ee 

AUT O20 07 se ae oe eo cate ae ie rer eee 

BR 19207 2 A ee Sl ae Do ere ee eer pet ce ee |e 

C1 19290 See (AGO ote gs Gorge ec Lee ee 

DL, 1920 oo gre ee thas ie ey a een ee 

TL 19295 ee ee PI ee a larry ace | 
VOBL eres vee eevee [un ak ee EL eee 

PL: 1929 i eS BE AL ee are lA ee et eee ere [eee 
19380 2 Oo ce A OP as I ae See cea eerie ee alee 
LORD ee oe APRS Shee Ae pr | ea a ae 

Gd 1929) 800 | ee ZO te ee 
1980; <5. EP PR OORIE eereb Ole © re | eee | cee ean 
TU Sy ee eer ee as = SFL aoe ees ae 

Hi 


(1) Manitoba figures only. 
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Prairie British Columbia 
City All Farm City All 
6-57 Gabcminte meee eee uh, oa cupee e 
6-79 (ihons¥7a | ERE SSN (Gi Ache ater aed (ties Bie ued arene 
1-25 TRO cette Beeeen Bee mnE Re TS SS fa at Haas 
US Ue LO DN egypeut 1a Bigs ie esis eee Mie aly @ orca 
Sea att, Vico Oale ta ee BA eee og aie ee 
Pe toa eo ae tes EBON ie econ nearer [tae eae 
Sa ia eae EO Weeeice etree haa hearer ower 
7-00 Ted boca eae 7-10 7-10 
6-83 FACET ae iene s 7-04 7-04 
6-68 B2G8ae ag cen mi 7-00 7-00 
7-00 Toker tees tek Ey bh eA een rede errs 
7-40 USE oes Lae oe aie [ee ee 
7-25 ALOT IN [Betis ce eae (Cretan pt On BAERS PR Sa os 
7-25 TUS TOV A 5 a Pose eens, Mee tele ow bap ees eran 
7-25 i asl 0 Sp A cn a eae Deas eas geyser Dicer cae 
6-56 GES ah sate St oreo aes 
6-54 GL Uae aerial, Cee aman eran (ees ee ecb 
7-00 TOO a | eee eens ce ea en eee re maieyS 
8-00 SBOOF | Fakir ci cui 8-00 8-00 
8-00 S008 Coens 8-00 8-00 
8-00 S005 ee era ee 8-01 8-00 
EES seo eat ye aps SN 7-91 7-12 7-48 
Bee a ean a fees bic 8-00 7-27 7-41 
SiS CR PRIS eal Deny ea 8-20 7-16 7-56 
9-32 GRITS Say eaaenl aayd Agee atese ete tet (Gat ete PRR aay 
9-61 Qe SRL arte ee om Cra. eee eee eee Stee nae 
9-73 Niguel EME eee 4 Re Ramee ta en Mibso rime ieee a 


Maritimes 


e 


Ontario 


Ti 


J 


Kt 


Li 


M1 


BRM iin -| pesca totes ate) 


1929 This Company 
gave only figures 
for all Canada. 
Tp 1929—Urban, 
6°10% and Farm, 
6-50%. : 

1930 In 19380—Farm, 
pee Urban, 


6- ‘0+ & 
1931 In 1931—Farm, 


Wal 


Wi 


*Over $10,000. 


6:50%; Urban, 
6-12%. 


+Under $10,000. 


tAlberta figures. 


Pees ours 7-92 7-10 

oon ee ae 8-00 7-02 

ae een pea < . 8-00 6:90 

+ 6 SOAR ee ae ee aes 

T2001 oe tet Se ele ee ee 

G96! ee Gee Ae oee, sameeren 
tiManitoba figures. 


PER FAD FAO 
Ad PRR HU 
Sas mono Noo 


partes 


929, 1930 AND 1931—(57 COMPANIES)—Continued 


British Columbia 


All 


Prairie 
Farm City 

7-84 6-50 

SEOO eter e hat cx 
Pee eee 
7:56 6-57 

7-59 6-55 

7-84 6-67 

8-00 6-83 

7-97 7-05 

Dats 7-04 
te 16-28 
ie ere +7-00 
116-25 

tan § pete 17-00 
TULL 8-00 

8-00 7-51 

A Pioeheere as 7-28 
(G00 ere cle 

USSD Ge ewe ae 

SOO ree erate 

7-37 6:41 

7-90 6-55 

7-96 6-75 


TABLE V._AVERAGE RATE OF INTEREST CHARGED ON NEW RES 


Maritimes Ontario 
Company Ss 
Farm City All Farm _ City. 
D.G eg OP) a RO Mie Cees (Rie 6-50. 
1080 ess Le ee 6-50. 
OS ee. PL SS RE Se | eT | ee ea aps a] 
NAL EET ia oa ee er ARSE ee os Sy 6-50 O50 o hs Pea P 
VQSO ei a I Is ae Heo Gs eine ae er ce ee ee 
nS Eee La Mare RST Vion cise nt gas 6-50 (o}SU 0 ed eae gerne 
PZ Vemh 2065058 So) ee tee | eee ee Palette) Peter peels 
1980. rac ee | eae ae fen Nee 
LES lane ear ree eee ers, MOR ee Mein aati, ioe alta v ers Ph uhae eg eo oe hee eee 
U3) Vega U4! Webel ee eran Aeterna Ne linn Gi patina ee 6-70 
L9OSQ ss ee Res Se a) re Cae cies | «ee ee Gig25 
LOST ie eR eS Bae | ek a 8 aces eae re ee 6-55. 
Be1909.. 2. Ne Pe ee re 6-31. 
DOBRO sae bce AS as GI ts ae [oe eer get eee 6-37 
TORI 05. pcos fans lek RN eae ae 6-35. 
(Ope) MW]! peer iak aeIS a nick ACen IL Re or aie Cie Be 6-64 6-61 | 
TOGO Fh eis ot 3 | UR ater a | no era ee oe one ne ee a ~ 6:64 6-47— 
LOB is A Ne Ge ea aE aren Eee ie aa eee 6-40 
nD 9 Pe esa ace ee Vi 6-50 6-80 GedBe | icc ces ales eee ees 
NOS Oe eile ee er a caiens | eee ore ees 6-70 63.08 ee eee a ee ee 
LO Se hay bce, ele woman pees 7-00 COO RAS as: | aa ree 
21S 20 ihe, or Re age Ree ee ee a |: 
BOYS: | ene age Seen eed Mens PMN Soil Mer mM armhenCI NEN Trans OLN | mires Bey lle ad dos Sy) 
AK!) retrain ie mne aioe (ie mac | Ue eh oo eee eR aoe kay crs. gsc lia 2 
=A § 
Gee te 
oS. e BS Se < e 


Prairie 


oe eon 
9, 1930 AND 1931—(57 COMPANIES)—Concluded 
British Columbia 


Es oh See 
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TABLE VI 


1. AveRAGE Rate or INTEREST ON New Business AccePTED AND COMPLETED 
(EXPERIENCE OF ONE CoMPANY) 


Branch 1917 | 1918 | 1919 | 1920 | 1921 | 1922 | 1923 | 1924 | 1925.) 1926 | 1927 | 1928 | 1929 | 1930 193 S 
P| & 
Ontario (including i Peas 
City of Montreal).| 7-09 7-17} 7-06} 7-30} 7-91] 7-73) 7-48) 7-29} 6-91] 6-83) 6-71) 6-95} 7-11) 6-92 6a 
Mimitabaces 3°... 7-67| 7-80] 7-58] 7-74} 8-29] 8-21] 8-01) 8-0] 7-50) 7-22) 7-10) 7-07) 7-04) 7-12) 7-0 
British Columbia...| 8-12|..7-40} 8-02/ 8-13] 8-44! 8-45) 8-22} 8-03) 7-84) 7-60! 7-39) 7-27) 7-11} 7-15} 7-17 
Alberta.............| 8-02] 8-16} 8-08} 8-17] 8-68! 8-68} 8-35] 8-23] 8-13] 7-93) 7-75} 7-73] 7-81] 7-39} 7-29 
Saskatchewan...... 8-05] 8-03} 8-02} 8-06) 8-54) 8-97) 8-49) 8-19) 7-97) 7-75) 7-52) 7-48) 7-37) 7-76) 7-61 
New Brunswick..... } 7-94] 7-98] 7-95/{ 8-14) 8-58] 8-82! 8-58) 8-30| 7-70} 7-15} 7-91) 7-57) 7-63) 7-43) 7-07 
Se Wovascotia.).:°..- 8-06] 8-44) 8-34) 8-14} 8-05) 7-88} 7-85) 7-37) 7-68) 7-44) 7-61] 7:50 
‘Oxford County 7.5) 0%. 6:32} 7:0} 7-10) 7-42) 7-29) 7-18] 7-02) 6-83) 6-66} 6-51) 6-79] 6-85) 6-98) 6-7 
Brant County:. 2.56.12 20 Wao Se calc cee ll eee tape re ee tee ae [ase (oars rete eon ean 6-63) 6-88) 7-0{ 7-0] 7- 
Mopale eee 3 7-64) 7-76) 7-51) 8-07) 8-35) 8-07) 7-72) 7-54) 7-15) 6-99) 6-88) 7-08) 7-10) 6-99 6-84 
TABLE VI—Continued 
2. AVERAGE Rate oF INTEREST on Amount RENEWED DurRING YEAR 
(EXPERIENCE OF ONE Company) 
Branch 1917 | 1918 | 1919 | 1920 | 1921 | 1922 | 1923 | 1924 | 1925 | 1926 | 1927 | 1928 | 1929 | 1930 | 1931 a 
Ontario (including ; < 
City of Montreal)| 7-07) 7-12) 7-17) 7-45) 7-98) 7-70) 7-61) 7-85} 7-09} 6-97| 6-75| 6-75| 6-83}. 6-89 
Manitoabarnc 5.45: 7-55|, 7-79| 7-43) 7-87) 8-08) 8-16; 8-01; 7-90; 7-85; 7-76} 7-50; 7-29; 7-36} 7-45 
British Columbia...| 7-96]\ 7-97) 7-88] 8-09] 8-12} 8-49] 8-16] 7-79} 8-03] 7-87| 7-57) 7-26) 7-17) 7-41 
AMlbertar ee sneny 8-13] 8-37} 7-65} 8-20) 8-77) 8-64) 8-47} 8-34) 8-28) 8-20) 8-05} 8-03] 7-99] 7-90 
Saskatchewan...... 8-12) 8-14) 8-12; 8-31] 8-77) 8-95; 8-64; 8-22) 8-14; 8-22) 8-15} 7-94} 7-89] 8-12 
New Brunswick..... \ 7-94) 7-98) 7-98 { 8-03] 8-46] 8-57] 8-41] 8-25) 8-10} 8-06] 8-12] 8-16] 7-50) 7-56 
Nova Scotia........ 7-40) 8-18] 8-38] 8-09) 7-95) 8-06] 7-86] 7-89) 7-96] 8-08] 7-71 
Oxford \Coumty..3<.-). 2. 6-59} 6-76] 7-02} 7-38) 7-24) 7-15} 7:05} 6-70) 6-9} 6-83} 6-5] 6-81) 6-5 
Bratit County 23052 oe ec Ne Shs ead ele eee G5: |. 76. 55le, ee 7-0 
Dotale) ean 7-54] 7-57} 7-53) 7-83) 8-17} 8-09] 8-06) 7-66} 7-51} 7-57) 7-30) 7-06) 7-04} 7-05 
TABLE VI—Concluded % 
3. AveraGce Rare or INTEREST ON (1) AND (2) ComMBINED & 
(EXPERIENCE oF OnE CoMPpANy) 
Branch 1917 | 1918 | 1919 | 1920 | 1921 | 1922 | 1923 | 1924 | 1925 | 1°26 | 1927 | 1928 | 1929 | 1930 E 
Ontario (including 
City of Montreal)| 7-08) 7-14) 7-09} 7-40| 7:94) 7-72) 7-49} 7-31] 6-95} 6-84] 6-71} 6-89} 7-00) 6-91) 
Manitobadc. ase 7-58| 7-79| 7-49] 7-78} 8-20} 8-18] 8-01| 7-94} 7-69} 7-50| 7-34) 7-20) 7-20} 7-34 
British Columbia..| 7-99{ 7-77| 7-96; 8-12; 8-30; 8-46; 8-21) 7-97} 7-90} 7-68} 7-42) 7-27) 7-14| 7-25 
Albertas se sg ggece 8-06} 8-19] 7-98) 8-18] 8-69] 8-68] 8-38} 8-26] 8-18] 8-03] 7-83) 7-79] 7-85] 7-60) 
Saskatchewan...... 8-08] 8-07); 8-05} 8-14] 8-57; 8-96) 8-60) 8-21) 8-07] 8-05| 7-82) 7-67| 7-52] 7-89 
New Brunswick..... \ 7-95} 7-98} 7-95} 8-13) 8-55; 8-79; 8-54; 8-29] 7-83] 7-45} 7-97| 7-78} 7-58| 7-49 
Nova Scotia........ 8-04| 8-43] 8-34) 8-13] 8-03] 7-94] 7-85) 7-45) 7-76) 7-53) 7-62 
@xford|@ountys e4|pen a 6-46] 6-80! 7-05] 7-40} 7-26] 7-14) 7-04] 6-74] 6-8 | 6-56] 6-68] 6-82] 6-8 
Brant: County: 000). Sod oe ick a a a sr ee 6-61] 6-64; 7-0} 7-0 
Ro taley ne nas. 7-60| 7-70) 7-51! 7-89] 8-29} 8-07} 7-79] 7-58] 7-25) 7-10} 6-94] 7-08] 7-14) 7-01 
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&, aah TABLE VII | - 
ORTED ON New Farm Morteaces IN Prarris Provinces, 1929, 1930 anp 1931 SHow1nc NuMBER OF 
: ‘. Companies Rerortine Eacu Rate 
elses. Simple Per cent 
Total arithmetic 
companies; average 6-00 | 6-26 | 6-27 | 6-35 | 6-50 | 6-68 | 7-00] 7-20 | 7-25 | 7-30| 7-36 | 7-37} 7-38 | 7-39 | 7-40 
: % 
21 7-28 1 Dea Rs ot | ores Lee 1 Laer ae abel pti i a 1 2 
18 7-47 UT erate as i UPL ela lees eal PN a bee apa ee cese I Valpeeeeres 
13 7-38 LU ess PTE Sie te ee, EA EN cite ice alles eek keee eee Pareere lie rose al sees 2 [hala 
Simple : Per cent 
Total arithmetic 
companies average 7-44 | 7-45) 7-56] 7-59 | 7-60) 7-70) 7-77 | 7-80 | 7-84] 7-85 | 7-90 | 7-94] 7-96 | 7-97 | 8-00 
: % 
21 TeBa le ae 1 i eae 1 il i eae Li nT rete al rool fae a eae a 4 
18 LAL GA Se 4 ool a Sar a et eat: ABS |e: 2 Nese at Bese il Vl mea (gael | 5 
13 7-38 (Nears Beales Sel teas 2 IT Ry Ses cote See Tea as aes lel ee aes 4 


TABLE VIII 


‘ 
YieLtp or Onrarto Bonps, 1900-Frsruary, 1933 


Based on information supplied monthly by Messrs. Wood, Gundy and Company, Ltd., 
as to yields of most popular Ontario Bonds 


1900 1901 1902 1903 1904 1905 1906 1907 
3-80 3-76 3-76 3-75 3-65 3-75 
3-80 3-76 3-76 3-60 3-65 3-90 
3-80 3-76 3-80 3-55 3-65 4-10 
3-80 3-76 3-80 3-60 3-68 4-20 
es 3-76 3-76 3-75 3-65 3-70 4.25 
1910 1911 1912 1913 1914 1915 
eee 3-90 4-00 4-00 4.25 4-40 4-25 
3-95 3-88 4-10 4-30 4-35 4.40 
ete 3-95 3-88 4-15 4-35 4-25 4-50 
3-95 3-90 4-20 4-40 4.25 5-00 
ae 4-00 4-00 4.25 4-40 4-25 5-25 
1917 1918 1919 1920 1921 1922 
4-90 6-00 5-80 5-75 6-00 5-60 
ee ne 5-25 6-00 5-60 5-80 6-00 5-40 
eee ek. 5-50 6-05 5-40 6-00 6-05 5-40 
a 5-90 6-00 5-60 | 6-20 6-05 5-35 
ee 6-00 | 6-00 5-75 6-45 5-72 5-42 
1924 | 1925 | 1926 | 1927 | 1928 | 1929 | 1930 | 1931 | 1932 | 1933 
5-10 | 4-75 | 4-80 | 4-65 | 4-30 | 4-65 | 4-90 | 4-55 | 5-74 | 4-75 
5-08 | 4-80 | 4-80 | 4-65 | 4-20 | 4-70 | 4-90 | 4-55 | 5-55 | 4-73 
5-08 | 4-80 | 4-80 | 4-60 | 4-25 | 4-85 | 4-85 | 4-45 | 5-30]...... 
5-08 | 4-80 | 4-80 | 4-56 | 4:25 | 4-95 | 4-85 | 4-45 | 5-33 |...... 
5-08 | 4-75 | 4-80 | 4-55 | 4-35 | 5-00 | 4-85 | 4:40 | 5-42 ]...... 
5-07 | 4-75 | 4-80 | 4-55 | 4-40 | 4-95 | 4-83 | 4-40 | 5-48 |...... 
4.96 | 4-75 | 4-80 | 4-55 | 4-50 | 4-95 | 4-80 | 4-45 | 5-30]...... 
4-75 | 4-75 | 4-80 | 4-55 | 4-60 | 4-90 | 4-60 | 4-40 | 4-95 ]...... 
4-75 | 4-75 | 4-80 | 4-55 | 4-60 | 5-00 | 4-45 | 4-65 | 4-88 |...... 
4.80 | 4-80 | 4-80 | 4-50 | 4-55 | 4-95 | 4-50 | 4-95 | 4-70 ]...... 
4-75 | 4-80 | 4-75.| 4-47 | 4-55 | 4-95 | 4-50 | 5-05 | 4-90 |...... 
4-75 | 4-80 | 4-75 | 4-35 | 4-60 | 4-90 | 4-50 | 5-20] 4-92 |...... 
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TABLE IX 


Base 1926=100 


ace 


oe 


Se 


— 1900 1901 1902 1903 1904 1905 
VAnUATys ae. Ber 77-9 79-3 78-5 78-5 78-5 
Jini oy les aaah cal oie 74-1 78-5 79-3 78-5 78-5 75-2 
RUC gue gee 2. 75-2 78-7 79-3 78-5 79-3 74-1 
Ortoberyse2 7, 77-2 78-7 79-3 78-5 79-3 Up: 
December......... 77-7 79-3 78-5 78-5 78-3 76-2 

— 1908 1909 1910 1911 1912 1913 
UanNUaT ye cen! 88-7 82-5 81-4 83-5 83-5 88-7 
PATRAS Oey eee 87-7 81-4 82-5 81-0 85-6 89-8 
RUELTNOS oh ss Soe ypine a hfe 86:6 80-4 82-5 81-0 86-6 90-8 
October see wine 85-6 80-4 82-5 81-4 87-7 91-9 
December......... 83-5 81-4 83-5 83-5 88-7 91-0 

— 1916 1917 1918 1919 1920 1921 1922 
Panwary -. 20. Fe de 109 6 aes) ADE Saas Aide Nh nl rd EO al entice 
pA i lates te its Sane ets 110-6 109-6 125-3 116-9 121-1 125-3 
JUNG he sige Geese eee 109:6 | 114-8 | 126-3 112-7) 125-3 | 126-3 
October oe ee 104-4 | 123-2 | 125-3 | 116-9 | 129-4 | 126-3 
Wecembere..o8 8 oe 102-3 | 125-3] 125-3} 120-0} 128-4] 119-4 

— 1925 1926 1927 1928 1929 1930 
January: <..-; 99-2 | 100-2 97-1 89-8 97-1 | 102-3 
VOke oT atte ie; Settee heme gegeeee emer 100-2 | 100-2 97-1 87-7 98-1 | 102-3 
gM cel a epee are en Rae ee 100-2 | 100-2 96-0 88-7 | 101-3} 101-3 
PATA ie eee pan Per ae eee ts 100-2 | 100-2 95-2 88-7 | 103-3 { 101-3 
BY Ba aie ae nan tad 99-2} 100-2 95-0 90-8 | 104-4} 101-3 
Dune ees rae 99-2 | 100-2 95-0 91-9] 103-3] 100-8 
DUYzie te cin et 99-2 | 100-2 95-0 93-9 | 103-3] 100-2 
AMBUST AGS. Se i ee 99-2] 100-2 95-0 96-0 | 102-3 96-0 
September..0.7.. cs 99-2; 100-2 95-0 96:0} 104-4 92-9 
October eee 100-2 | 100-2 93-9 95-0} 103-3 93-9 
November eu dor res 100-2 99-2 93-3 95-0 | 103-3 93-9 
Wecémber.2.. 2 2.)> 100-2 99-2 90-8 96-0} 102- 93-9 
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TABLE X 


_ Yretp on Domrnton GovERNMENT Bonps, Srnce 1926 


ReruNpDineG Loans, 1940, 1943, 1944 anp 1946 


Feb. |March} April | May | June | July | Aug. | Sept. | Oct. | Nov. | Dec. 
Peo 90 OO ores ioe) oO-7t | 5-67 | 5-67 | 5-71 OA | 5274 5-74 
5-74 5-74 5-78 5-88 |. 6-05 6-13 6-16 6-13 6-17 6-29 6-41 6-41 
6:25 6:07 5-98 6-02 6-03 6-05 6-03 6-05 6-05 6-05 5-97 5-83 
5-68 5-60 | 5-58 5-50 5-43 5-42 5-42 5-47 5-47 5-50 | 5-47 5-45 
5-40 | 5-28 5-22 5-18 5-22 5-22 5-22 5-20 | 5-22 5-25 5-28 5-28 
Fics aes ee) 5-20 5:20 | 5-20 5-20 5-21 5-14 5-09 5-07 5-05 5-05 
4-93 4-89 4-87 4-85 | 4-85 4-83 4-82 | 4-82 | 4-83 4-85 4-86 4-86 
4-86} 4-83 4-83 4-86 4-85 4-83 4-84 4-84 4-84 4-84 4-84 4-82 
4-70] 4-61 4-61 4-60] 4-55 4-63 4-64 4-58 4-58 4-55 4-46 4-35 
4-32 4-32 4-31 4-30 | 4-37 4-49 4-52 4-65 4-65 4-64 4-61 4-66 
4:70 | 4-75 4-91 4-83 4-83 4-88 5-06 5-01 4.93 5-07 5-06 4-91 
; a 4-95 4-86 4-80} 4-79 4-73 4-70] 4-63 4-54 4-55 4.54 4-55 
| 4-57 4-52 4-50] 4-43 4-39 4-38 4-37 4-36 | 4-61 4-97 4.94 5-15 
ieeie 5-23 5-17 5-20 5-19 5-23, 5-11 4-83 4-75 4-66 4-80 4-78 
4-55 GboAN ES s odP sed la sae aod OIE wtee | oleae es] Gi eae Panesar [pre etl inn Adie) Wee leer ai Mire, 
APPENDIX 


Commenced business April 1, 1917. 


es In the fall of 1929 this board was replaced by Canadian Farm Loan Board. 
No new loans were made by the Manitoba Farm Loan Board since 1929. 


On April 30, 1930, there were 2,695 loans on the books as under:— 
; : Number Rate of 


E> Date of loans interest 
1917-21 998 6 % 
1,332 7% 

365 61% 


_ Report for year ending October 31, 1931. Page 4 shows outstanding loans, 
450,646. 

“The interest rate of 54 per cent is as low as is to be found anywhere and 
e to four per cent less than is otherwise charged throughout the province.” | 

ge 4, 1931 Report, Ontario Agricultural Development Board.) 


eport for 1930-31, page 5:— 

“Toans made by the board carry interest at the rate of 64 per cent per 
um and 7 per cent per annum on arrears and are repayable under either a 
ar or a 32-year plan of repayment.” 
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MINUTES OF PROCEEDINGS 


House or Commons, 
Tuurspay, April 13, 1933. 


The Select Standing Committee on Banking and Commerce was called to 
meet this day at 11 a.m. 


_ Members present: Messieurs Arthurs, Baker, Harris, Hurtubise, Lawson, 
atthews, Pettit, Smoke and Stanley, 9. 


A quorum not being present at 11.22 a.m., the meeting called for this day 
ands adjourned to meet at the call of the Chair. 


T. L. McEVOY, 
Clerk of the Committee. 


House or ComMons, 
Tuurspay, April 20, 1933. 


- The Select Standing Committee on Banking and Commerce was called to 


_ Members present: Messieurs Bowman, Donnelly, Ganong, Howard, Hurtu- 
ise, Lawson, Matthews, Pettit, Robinson, Smoke, Stanley and Willis, 12. 


_ A quorum not being present, at 11.25, the meeting called for this day remains 
jjourned to meet at the call of the Chair. 


T. L. McEVOY, 
Clerk of the Committee. 


House oF ComMons, 
Turspay, April 25, 1933. 


‘The Select Standing Committee on Banking and Commerce met this day 
11 am. 


On motion of Mr. Stanley: 

Resolved: That in the absence of the Chairman, Mr. R. C. Matthews, 
-R. B. Hanson (York-Sunbury) act as vice-chairman. 

‘Mr. R. B. Hanson presided. 5 


; ‘he Clerk of the Committee read replies received from the Attorney General 
f Manitoba and of New Brunswick in answer to questions submitted re juris- 
‘tion. (See Appendix “H” and Appendix “‘T’’, herewith) . 

Dr. R. H. Coats, F.S.S., Dominion Statistician, presented the following 
randa: 

. Tables showing mortgages held by Insurance Companies showing interest 
rrears one year or more and mortgages written off; Loan and Trust Com- 
Ss, interest due and unpaid; (printed herewith as Appendix “J”) ; 


i 


0-13 iii 


B. Composition of the Loans in Canada of Canadian Bank of Cor 
in autumn of 1929 and at February, 1932; Assets of Trust and Loan Cone 1 
illustrating character of loans; Assets of Life Insurance Companies, sho 
character of loans; statement of length of loans, generally. (Printed herey 
as Appendix “K’’) ; 

C. Trust and Loan Companies Habits to shareholders and dividends 
Bank Liabilities to shareholders and rate of dividend paid; Rate of Interest 
by one large Loan Corporation on Debentures which it sold, 1917-1932. 


Ordered: That Bureau of Statistics prepare a synopsis of Moratoria 4 
of various Provinces and of Debt Adjustment Acts of Prairie Provinces f 
inclusion in record. 


The Committee adjourned to meet at the call of the Chair. 
TOL. MckVON, cy 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


Hotsr or Commons, 
Aprit 13, 1933. 


_ The Select Standing Committee on Banking and Commerce was called to 
neet at 11 o’clock am. Mr. R. C. Matthews was in the Chair. 


_ The Cuatrman: Gentlemen, the sponsor of the resolution is not here, and 
here is not a quorum; therefore the meeting called for to-day will stand 
djourned to meet at the call of the chair. 


The meeting adjourned at 11.22 a.m. 


MINUTES OF EVIDENCE 


Hovusn or Commons, 
Aprit 20, 1933. 


_ The Select Standing Committee on Banking and Commerce was called to 
meet this day at 11.00 a.m. Mr. R. C. Matthews was in the Chair. 


The Cuarrman: Gentlemen, the sponsor of this resolution may not be here; 
has been ill; there is not a quorum; therefore, the meeting called for to-day 
l remain adjourned to meet at the call of the Chair. 


_ The meeting adjourned at 11.25 a.m. 


MINUTES OF EVIDENCE 


Hovusr or Commons, 
Turspay April 25, 1933. 


The Select Standing Committee on Banking and Commerce met at 11 o’clock 
, Mr. R. B. Hanson, Acting Chairman, presiding. 


- Mr. Hanson: Mr. Matthews had to go away to-day, and if it is agreeable, 
will act as Chairman for this session only. 
Dr. Coats is here, prepared, I understand, to give certain information and 
idence along the line of inquiry in Mr. Speakman’s resolution, in continuation 
the evidence which he has previously given. There have been replies given 
the Attorney Generals of New Brunswick and Manitoba as to the constitu- 
onal query which was sent ou to them from the Secretary of State with respect 
this question of interest, and/or reduction of principal of indebtedness. 
erhaps we should have those read into the record so that hon. gentlemen may 
we the opportunity to study them between now and the next session, if they so 
ire, and then we shall proceed with Dr. Coats, if that is agreeable. 


etters read by Clerk—see appendices “H” and “T”. 
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The Actinc CHatrMANn: Is it the desire of the Committee that these com- | 
munications should be printed in the proceedings? (Carried.) 


Dr. R. H. Coars recalled. 


Dr. Coats: Mr. Chairman, at the last meeting of the Committee, you were 
dealing with question 3 of Mr. Speakman’s resolution, which has to do wit. 
inspection fees, renewal charges, etc., and we presented some matter of a gener. 
kind which was obtained from the Dominion Mortgage Association. It was the 
instruction of the Committee that that information should be enlarged. I may 
say that we have as yet been unable to obtain any further information; but I 
think it may interest the Committee, if I explain just what steps we have take 
on this point. In the first place, we have taken three steps; we are getting 
further return on this point of renewal and inspection charges and other charg 
from the individual mortgage and loaning companies throughout Canad 
Secondly, we are endeavouring to get names of a number of representative 
private loaners in each considerable city and town to whom we will apply for t 
same information, and then thirdly, as was pointed out, that by applying onl 
to the loaning agencies in each case we might get a biased return, we hav 
selected, from the census of agriculture taken in 1931, the names of some 3,000 
farmers who have mortgage encumbrances on their farms, and we have directed 
an inquiry to them as to the inspection fees and other charges of this kind that 
they are called on to pay in connection with floating their mortgage, and in that 
way we will get, I think, a satisfactory return from both sides of the question; — 
although it will take a few weeks’ time to get all the matter assembled and ~ 
analyzed. I hope though, at a later meeting of the Committee, we shall be ab! 
to present something worth while. 

There were questions raised, at the last meeting of the Committee, by Mr. 
Willis and Dr. Morand to which we can supply some material answers. Mr. 
Willis asked this question: ‘“‘What has been done by the mortgage companies in 
the way of ‘writing-off’?”? The answer to that is this: the Dominion Mortgage 
and Investment Association is looking into this matter and some information 
will be available later. 

Then, Dr. Morand asked this question: “Is it possible to show, by years, 
and by provinces, the amount of arrears on mortgages; showing whether the 
arrears are for one, two, three, four or such term of years as it possibly can | 
shown?” We have prepared some data on this point, which can be circulate 
to the committee, and which consists of a couple of tables showing the invest- 
ments of insurance companies, the total outstanding, the total with interest and 
arrears, one year or more, and the totals that have been written off; secondl 
there is a table that shows ‘mortgages, loans and agreements for sale on "real esta 
with interest due and unpaid December 31st, 1930 and 1931, according to th 
official reports to the province of Ontario from loan corporations and trust com 
panies. These two tables, I think give a pretty good bird’s eye view of th 
situation that Dr. Morand has been enquiring about. (For tables, see Appen 
il tal i 
The Acting CHAIRMAN: In glancing over the first part of table one, 
notice that the ratio of the total outstanding indebtedness of mortgages in the — 
Dominion of Canada to the total in arrears, seems to be about constant, does 
not? There seems to be a drop, and then it goes up very rapidly. 


Dr. Coats: It drops pretty low— 

The Actine CHAIRMAN: In 1924 total written off was one per cent and 
1931 it was .61. 

Dr. Coars: Total in arrears was pretty high between 1921 and 1924, a 
then it drops in 1928, and is less in 1929. 1928 and 1929 were quite low year, 
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Mr. Pertir: What is meant by: “total with interest in arrears one year or 
nore”? Does that mean principal and interest? 


The Acting Cuatrman: No, the “ total amount of mortgages in millions of 
ollars with interest in arrears one year or more”, which is the caption. 


Dr. Coats: Yes. 
Mr. Pertir: In 1921, the total outstanding is listed as 143.9. 
The Actine CHAIRMAN: In 1931 it was $437,300,000. 


_ Dr. Coats: Yes; out of $437,300,000 in 1931, $30,700,000 were in arrears of 
nterest. 


The Actinc CHAIRMAN: Or 7.0 per cent. 

Mr. Perrir: I was wondering why the words “total principal and interest” 
were not used. 

_ Mr. Bortiwe.u: Arrears of principal and interest. 

The Acting CuHairMAN: The second column, I think, is just arrears, “total 
th interest in arrears one year or more’”’. 


Mr. Botawe tu: In order to understand the first schedule: in 1931, the total 
ount of mortgage outstanding is $437,300,000. The total of interest in arrears. 
ie year or more, is $30,700,000; that is principal and interest. 


The Act:ina CHatrRMAN: No, that is the total of the principal of the mort- 
ages which are in arrears of interest for one year or more. 


-Mr. BorHwe i: That is the principal? 

The Acting CHAIRMAN: No, arrears of interest only. 

Mr. BorHwe.u: This $30,000,000 is the amount of the principal in arrears. 
The Actinc CHairMAN: No. 

Mr. Moranp: Not the amount due. 


_ The Acting CHarrMAN: For which the interest is in arrears only; it has 
o reference to arrears of principal, I understand. 


Mr. BorHwe.u: The third and fourth columns explain it. 


Dr. Coats: In 1931, the total amount of mortgages was $437,300,000. Of 
hat total, $30,700,000 in principal had interest in arrears. In other words, 7 per 
nt, in the third column, of the loans showed interest in arrears. 


The ActinG CHAIRMAN: In the last two columns are shown the total amount 
itten off; is that what they have reported they have written off? 


Mr. Marsnatn: Yes. 

7 Dr. Coats: Yes. . 

_ The Actinc Cuairman: It is a report on insurance companies only? 

Dr. Coats: Quite so. 

Mr. Boruwe tu: In the total written off, do you include principal and 
terest? 

_ Mr. Marswatu: It includes principal only. 

The Actinc CHAIRMAN: This $2,650,000 which has been written off, I 
ippose, are loans they have actually written down. 

Dr. Coats: Yes, that is the amount of principal written off, not. interest. 
~The Acting CHAIRMAN: The farm mortgages show a much worse story than 
r mortgages, there is no doubt about that. 

Mr. Howarp: In the second column, farm mortgages, the total in arrears 
1929, has gone up almost 4% times. 

The Acting CHarrMANn: From 8-3 per cent in 1929 to 38-1 per cent of the 
in 1931. 
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Mr. Moranp: Principally Saskatchewan, Alberta and Manitoba. 


Dr. Coats: On the second page, you will find a partial analysis of the st 
tion by provinces. We have selected the three western provinces. 


Mr. Sranztey: Dr. Coats, will you take the first schedule at the top of page 
3, where you show the total outstanding, in 1931, as $43,400,000. Is that ba 
total? 


Dr. Coats: That is the total of mortgages held by insurance conipanied in 

the province of Saskatchewan, farm mortages. 
Mr. Stantey: In which province? 
Dr. Coats: Saskatchewan. 


Mr. Baker: On 46 per cent of those interest is in arrears for one year ©: 
more. } 


Dr. Coats: Showing arrears of interest payments. 


Mr. Baker: 42-6 per cent in Manitoba, and Alberta a good deal better 
only 22 per cent. 


Dr. Coats: 22-3 per cent in Alberta. 


Mr. Howarp: Dr. Coats, have you any guess, for instance, of what pe 
centage that is of the total mortgages owned by insurance companies? 
Dr. Coats: That is the total mortgages of insurance companies. 

ie Howarp: Do you know what percentage that is of the total mort- 
gages? 

Dr. Coats: The only comprehensive figure we have of en mortgages is th 
figure of the census, which runs to about $700,000,000 for all Canada. 

Mr. Moranp: The ratio would be about the same. 

Dr. Coats: I think so, that was the reason why we gave it. 


The Acting CHairmMAN: You think this would be a eross section of the 
whole country? 


Dr. Coats: We though the mortgages of insurance companies would be a 
typical picture of the general situation. 


Mr. SpkaAKMAN: With nearly two thirds of the whole, it ought to show a 
very representative average. 


Dr. Coats: Yes, I think so. 


Mr. SprakmMaAn: I am afraid there would be more of them in arrears th 
last two years. 


Mr. Baker: Saskatchewan was in pretty good shape at the end of 192 

Mr. Moranp: Dr. Coats, in the third column, you show an eer 
being written off, is that interest or capital? 

Dr. Coats; That is) capital. 

Mr. Baker: The writing-off in Manitoba is the heaviest. 

Mr. Boruweiu: Just to make that last question clear. Of this tota 
written off in 1931, taking the province of Saskatchewan, 1-5 per cent, 
presume there would be some interest in that, because the interest becomes prin 
cipal when it goes into arrears. 

Dr. Coats: I do not think so. 

The Actinc CuarRMAN: Their understanding it, it is principal. It all de 


pends on how the mortgage is drawn. I presume that the insurance compan 
consider as Mr. Bothwell says, that interest in arrears becomes principal. 


Dr. Coots: Yes. 
Mr. BoTHWELL: Practically all mortgages in the west are drawn that wa 
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The Actine CuarrmaNn: Are there any explanations you desire in regard to 
the last page? You mighh explain that, Dr. Coats. * 


Dr. Coats: The total, on page four, is made up with figures from the reports 
of the loan corporations and trust companies in the list of the Registrar for the 
province of Ontario; and it shows for the last two years in which those reports 
are available, 1930 and 1931, the total principal outstanding, and for each 
year the total amount of interest that is due and unpaid. The operations of 
these companies extend over the whole of Canada pretty much, and we have 
divided the returns under the heading “ western provinces and eastern prov- 
inces” for comparative purposes. 


Mr. Baker: When you look at the large amount of interest due and unpaid 
with these trust companies, that has a very important bearing on what interest 
they should be permitted to charge in general, because while it appears on the 
surface that they, perhaps, should have an average of 7 per cent interest charge, 
they do not receive 7 per cent on the average. 

Mr. Stantry: Would the term ‘ eastern provinces ” include all the east—the 
‘Maritime provinces as well? 


Mr. Baker: They must charge sufficient interest to cover not only those 
who do pay but to cover those who do not pay if they wish to continue to 
operate. 

Mr. Marsnauu: I think I should make an explanation with regard to the 
last column. I made some inquiries about these figures as they are shown in the 
Loan and Trust report of Ontario, and I was informed that those figures for 
interest due and unpaid certainly are conservative on account of the method by 
which the loan and trust companies keep their account of overdue interest; and 
there are certain trust companies evidently that work on what they call the 
D. C. I. system—they charge interest up to a certain point and then, when the 
interest is becoming overdue for a long while and the company sees that it will 
not be collected, it stops charging interest. Although, according to the law, it 
would be entitled to collect that interest, nevertheless it enters this mortgage plus 
interest as an asset at the amount where it stopped charging the interest; so that 
legally they could include a larger amount of interest, although they actually 
do not. 

Mr. Baxer: It would be safe to assume, no doubt, that in 1932 the situa- 
tion of interest due and unpaid would be much worse than it is shown here in 
1931; so the percentage of losses that these companies sustain on non receipt 
of interest is a very serious item which has to be covered in the interest they 
do receive and charge, providing they are going to remain in business. 

Mr. Spencer: It is nothing like the losses incurred by the mortgagors, 
‘surely. 

Mr. Ganone: A lot of the 1930 interest would be in the 1931 interest? 

Mr. MarsHatu: Yes. 

The Acting CHairMAN: It is cumulative. 

Mr. Speakman: There is another point to keep in mind. When the rate 
of interest is increased in order to cover losses, after you reach a certain point, 
the higher the interest the higher the risk. Not only do they charge a high 
rate of interest to cover the higher risk, but by charging a higher rate of 
interest beyond that which can be earned they increase the risk. It works 
both ways. 

The Actinc CuHarrMAN: It makes it harder to pay. 

Dr. Coats: Now, coming to question 4 of Mr. Speakman’s memorandum: 
“length of time for which loans made, and the purposes, in a general way, for 
which money was borrowed. Also conditions, such as renewals, compounding 


i 


176 SELECT STANDING COMMITTEE 


of interest, and, in a general way, type and relative value of security required.” 
We have prepared three tables as bearing on this question which are now 
distributed (see Appendix ““K’’); one, showing the composition of the loans in 
Canada of the Canadian Bank of Commerce in the autumn of 1929 and at 


F ebruary 1932. I might point out that in speaking previously to Mr. Speak- ‘ 


man’s resolution reference was made to the paucity of information in this con- 
nection, in fact, the entire lack of information insofar as bank loans are con- 
cerned, an omission, however, which is partially met in the case of the Bank 
of Commerce which publishes from time to time in its monthly commercial 
letter the composition of the loans as issued by the bank. 


Mr. Spencer: Is that the reason you took the Bank of Commerce—I was 
wondering? 


Dr. Coats: We picked out the Bank of Commerce because it is the only 
bank from which information of this kind is available. It supphes this infor- 
mation voluntarily in its own publication. Table I reproduces these figures; 
table II has some similar figures based on the returns of trust and loan com- 
panies; and table III is based on the figures of assets of life insurance com- 
panies. I think that table I—the table based on the Bank of Commerce 


returns—is interesting as showing the trend in which the Committee was inter- — 


ested a moment ago in the case of Dr. Morand’s question. It is interesting to 
note, as between November 1929 and February 1932, how the incidence of 
the loans made by the Bank of Commerce has changed. For instance, take 
item No. 1 “governments and municipalities.” That shows an increase of 28 
per cent, whereas in November 1929 that item was occupying fourth place 
in the list if we consider totals of each eroup. However, the loans accorded 
to No. 10 “sundry dealers and traders” have still continued to occupy second 
place in group totals with a decrease, however, of 33 per cent. In 1929 third 
place was occupied by “ call loans”; today third place is occupied by “ loans 
on grain, flour, meats ete.’’ Fourth place in 1929 was occupied by “loans to 
governments and municipalities”; today fourth place is occupied by “ call loans, 
loans on securities to security houses, underwriters and so forth.” 


Mr. Morano: With regard to No. 1 “governments and municipalities ” 
you have not the relative amounts applied to the federal government, the pro- 
vincial governments and municipalities? 


Dr. Coats: No. It is not divided. These returns are exactly as printed 
by the bank. It is only, as it were, by accident that we have them. 


Mr. Moranp: The reason IJ asked that is that most municipalities that 
I know have had a curtailment of their loans. 


The Actinac CHatrMAN: I understand this to mean that in view of the 
depressed business conditions the banks have built up a backlog of government 
and municipal securities which bear a lower relative rate of interest than 
commercial loans and loans on call or trade paper which bear a higher rate of 
interest. It further discloses the fact that they are not able to use their funds 
at the present time to as great advantage from the standpoint of earnings. 


Mr. Howarp: That sheet is a marvellous find; it tells us more than that; 
it shows us one of the reasons why we are in the position we are in. This bank’s 
loans have increased to municipalities and governments by 28 per cent by 
squeezing out other business—the lumber industry, which is always the smallest 
group loan, 30 per cent decrease; your “ general stores, sundry wholesalers and 
retailers,” a decrease of 51.4 per cent;” trade paper discounted, sterling and 
foreign bills of exchange, 52.4 decrease. In other words, this Bank called in the 
money from legitimate business right and left, decreased loans everywhere, and 
increased its loans to governments and municipalities. 
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The Actine CuairMan: Does it mean that? Or does it reflect the decreased 
volume of business being carried on in the country? 


Mr. STANLEY: Not only that. You have this to face. Someone ‘said that 
municipalities were not getting the loans. The contrary is the fact. Taxes 
have not been paid and the banks have been carrying municipalities and tax 
collecting bodies all over the country so that the various merchants and other 
persons who should pay taxes all over the country have not been paying their 
taxes, and the banks have been carrying municipalities. On the other hand, 
Mr. Chairman, as pointed out, merchants, wholesalers, retailers, industries, 
manufacturers and all the rest of them are not requiring the same loans because 
they have not the same business to carry on. Banking business is not, as I 
understand it, for loaning on permanent capital investment but for carrying on 
the legitimate immediate transactions of business. Industry is not doing it 
these days. It is not a matter so much that we have need of capital or loans 
as the fact that the business is not there to require the loans. 

The Actinc CHairMAN: I think, to get a true picture, we would have to 
call the banking people and get them to interpret this statement to us; other- 
wise, I think we will only give it our own personal interpretation as it appeals 
to us from our own personal experience. It is only the picture of one bank, 
although I imagine it is more or less a reflex of all the banks. 


Mr. Ganone: This is only the loans; not the bonds they own? 


The ActTiING CHAIRMAN: Total gross loans $413,000,000. I imagine that is 
gross loans of the Bank of Commerce for this period 1929. This is only loans; it 
does not apply to investments. Mr. Ganong is referring to investments by the 
bank. 

Dr. Coats: The Bank of Commerce is one of the three large banks. 

Mr. Baker: There is one viewpoint of this picture which is rather favour- 
able to the banks, and that is that they apparently have loaned their money to 
the municipalities and governments which require money to keep afloat, and 
the demands by different classes of business for money was much less on account 
of business being at a low point; so they have to loan money where the money 
is required. The weak point is not the fault of the banks, it is the fault, I would 
think, that the taxes of governments and municipalities are too great. 

The Actinc Cuairman: Mr. Howard, if you will look at page 30 of the 
printed report of this committee you will find under the heading ‘ appendix D,” 
“bank loans,” and the figure is as follows, $1,059,269,650. 

Mr. Howarp: Taking the 1932 column on this sheet it gives you two billion 
dollars, if you multiply 291 million by 10. 

Dr. Coats: The exact figures, for 1932, for total loans by banks, the 
average for the 12 months, both inside and outside of Canada, was $1,582,667,313. 

Mr. Howarp: That is pretty close. 

Mr. SppAKMAN: This is one-fifth of the total loans, not one-tenth? 

Dr. Coats: Yes, one-fifth. 

Mr. Spencer: Loans are away down to-day from what they were four 
years ago. 

Dr. Coats: Oh, ves. An index of that is in this bank statement. It is 
down 29 per cent in the period covered. I might say, gentlemen, that there is 
a very useful chapter in the Canada Year Book on “Currency and Banking 
in Canada” which is devised to bring all the main statistics of our banks 
together, from year to year, with sufficient historical background and explana- 
tory matter as to bank mechanism as to make it readable and intelligible to 
students of banking the world over. It explains terms that are peculiar to the 
Canadian system, so that the student of banking in general finds it a useful 
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compendium of information. In view of the fact that next vear the Bank Act 
will be under revision and that materials of this kind will be somewhat in ~ 
demand, we have had a reprint made of the current issue of that chapter of the 
Year Book on currency and banking, and if it would be of interest to the Com+ 


mittee I should be very glad to send a copy of this to each member. It is really f 
a useful and comprehensive survey within a reasonable compass of the entire ie 


banking situation. 
The Cuairman: Table II. (Appendix “ K.’”) 


Dr. Coats: Table IT is an analysis based on the reports of trust and loan a 
companies for Ontario in as far as it is shown in their reports of the securities i 
on which their mortgages are made and the purposes in a broad way to which _ 
those loans are devoted. It will be noted that mortgages on real estate are the 6 


big items. 

Mr. Stantey: When you'say that it is an Ontario report, you mean that 
it concerns Ontario companies who are doing business anywhere in Canada? 

Dr. Coats: Doing business all over Canada. As a matter of fact, ft as 
more representative than it might seem from the title because it includes all the 
big loan and trust companies that are doing business in Canada; and Table III 
is the same sort of thing exactly and is based on the report of the insurance 
companies. 

Mr. SpeaKMaN: It says, “Ontario report”. Although it is a report of 
the Ontario Government, it includes all business all over Canada? 

Dr. Coats: Quite so. i 

The ActTING CHAIRMAN: It is not confined to Ontario companies alone; im 
it represents companies that report to the Ontario Government? 

Hr? (Coane: Yes: 

The Actinc CHAIRMAN: It would include all the big companies. They are 
all doing business in Ontario. % 

Mr. SpeakMAN: The figures that are reported are not confined to Ontario, : 
but rather to business that is done by those companies? 

Dr. Coats: It is quite a representative statement, because the companies 
incorporated under Ontario law include all the big companies operating in 
Canada. 

Mr. SPEAKMAN: Quite. This is the total business. It is not only the ‘ 
business done in Ontario. a 

The AcTING CHAIRMAN: Would not that include a company like the Mont- 4 
real Trust Company which operates in Ontario, although it is not incorporated 
in Ontario? 

Dr. Coats: Yes. 

The Actinac CHAIRMAN: It is not confined to Ontario incorporated com- 


panies? 

Dr. ‘Coats: No: 

The Acting CHAIRMAN: Table No. III, “assets of life insurance com- 
panies ”’. 


Mr. SPENCER: What does “ total assets, guaranteed funds” mean in Table 
leg 

Mr. MarsuHauu: The trust companies get their money in two ways: in 
the first place, the shareholders put a certain amount of money in and that 
money is called company funds; but, in addition to that, they raise money 
by selling what they call guaranteed investments certificates which pay a 
certain amount of interest. These are the guaranteed funds. Of course, they 
raise money by taking deposits as well. 
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The ActinG CHAIRMAN: Does it include trust company funds delivered 
to them for the purpose of administration? 


Mr. Marsuauu: No. It does not. 

The AcTInG CHAIRMAN: Of course, that is a large portion of their business. 
: Mr. MarsHAtu: Yes. 

¢ Mr. Baker: It is noticeable in Table III that while the Canadian com- 


panies have moneys invested in real estate the British companies and foreign 
companies have practically nothing in real estate. 


The Acting CHAIRMAN: That is very natural. 
eg Mr. Baker: They are not helping us as much as the Canadian companies 
F are. 

a The Acting CHairMAN: With regard to No. 1, Table No. III, “real estate 
held under agreements of sale”, that would not include their own premises? 
Mr. MarsHaut: No. It is an arrangement that is made in the West. 

The Acting CHAIRMAN: Where they deal in agreements of sale. 

Mr. MArRsHALL: Yes, sir. 

The ActinG CHAIRMAN: Therefore, it is security. 

Mr. MARSHALL: Yes, sir. 

Mr. SPpeNcER: What would “loans on collateral” be? 


The ActiInG CHAIRMAN: Stocks and bonds, for instance. Those are really 
call loans, are they not? 


Mr. Marsuauu: No. They are for rather a longer time than a bank 
would loan. 


The Actinc CHAIRMAN: All these companies are in the call loan market 
at times? 


Mr. MaArsHALL: They may be. I am not sure. 

Mr. Perrir: That would be loans on their own policies. 

The ActTiING CHAIRMAN: No. Those are under a separate heading, “ policy 
loans ”, No. 4. 

Mr. Baker: The British and foreign companies do not help us as much 
on loans on collateral as do the Canadian companies. 


The ActrInG CHAIRMAN: Some of the foreign companies do not loan on 
collateral at all. 


Mr. Baker: It is quite noticeable that these British and foreign companies 
are not as useful to the country as our own Canadian companies are, or as 
is helpful. It is a matter of management, but it is well to note it. 


Mr. SrpEAKMAN: The total assets and business are very much smaller. 


The AcTING CHAIRMAN: There is one suggested feature of this table, under 
item 4—there has been a substantial increase on loans on policies. 


Mr. Spencer: In every single instance. 

Mr. Moranp: Would it be possible, for the sake of the record, to get a 
copy of the various mortgage adjustment laws passed in the provinces in the 

last three years? 

The Actinc CHAIRMAN: I think that would be quite simple to get. 

Dr. Coats: Yes. 

Mr. Howarp: We might have it for the last year, as the law now stands. 

The Acting CHAIRMAN: Whatever the law is at present. 


Mr. Howarp: Yes. If we see how Quebec stands and how Ontario and 
Saskatchewan stand, we have the picture right before us. 
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The Acting Cuarrman: You had better specify to the clerk of the com- 
mittee just what you want. i 

Mr. Moranp: What I had in mind was that every province, except the 
Maritime Provinces, have passed moratorium acts or debt adjustment acts of: 
some kind, and if we had them in this evidence it would give us an idea of what 
is being done in each province and what the general relation is to the general — 
problem. 


Mr. Boruwetu: I think, in connection with that, you will find you will 


have a lot of printing to do. In the province of Saskatchewan they passed a 


debt adjustment act this year and it took about a page and a half in the news- 
papers. 

The ActING CHAIRMAN: Was it a consolidation? 

Mr. Boruwetu: A new act consolidating certain provisions of the old act — 
and putting into effect entirely new provisions. It seems to me that what we 
want here is more or less a synopsis of the provisions of these various acts as 
they apply to the matter we have under examination here. 

The Acting CuarrMAN: Perhaps Dr. Coats and his assistant would under- 
take to supply a short synopsis. ; 

Mr. Howarp: Just a summary of each act. 


Mr. StaNLEY: Some two months ago, I believe, representatives of the loan 
companies met representatives of the three western provinces, and they had a 


fairly satisfactory conference, and some publicity was given to some parts of it. 


It seems to me it would be a good idea to include a summary of the result of 


this conference in the evidence we have here, and print it for our own informa- 


tion. 

The Actinc CHaiRMAN: I believe Mr. Marshall is in a position to give you 
information to-day. 

Mr. MarsHauu: I am afraid I cannot give the information in a detailed 
way at the present moment; but I think perhaps we should say that we have — 
already sent out a questionnaire to the debt adjustment boards of the three 
prairie provinces, and yesterday we got a reply back from Manitoba. We have | 
not had much time to analyze it yet, and while it does not give nearly all the 
information for which we asked in our questionnaire, it does give a good deal, 
so that this matter is under way, and we might add to that an analysis of the 
acts. 


The Acting CHARMAN: Shall we proceed with the second part of this 
fourth question? 


Dr. Coats: I might explain, that from page 4 on of this memorandum, | 
which has been handed to you, there are some notes as to the length of time for 
which loans are made. You might remember, in speaking to this same question 
at an earlier stage, it was pointed out that short term loans meant loans from 
three to six months; middle term loans, loans twelve to twenty-four months; and 
long term loans, which were found in different fields of business, ran up to five 
years. A mortgage is usually a five-year loan; but no complete classification — 
of loans, according to the length of time, is in existence anywhere. The great 
bulk of banking accommodation is placed in the first class in regard to short term 
loans. From page 4 on, of this memorandum, there are given first some notes 
supplementing that general statement as to mortgages, the procedure in regard 
to length of time of the farm loan boards of the Dominion and of Manitoba, | 
Saskatchewan, and Ontario; and then, that has been supplemented, on the 
subject of banking loans, with some quotations which I think the Committee 
would find of interest from Stewart Patterson’s “ Canadian Banking,” which is 
an authoritative and very interesting manual on the whole subject of banking. — 
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: ? There is no necessity to read these quotations; but we selected them as being 
_ of interest by a very trustworthy authority on this specifie point. 
The Actinc CuarrMan: In this statement here on Canadian Farm Loan 


_ Boards, you mention 23-year plan; are they strictly limited to that, because I 
a thought they had other plans? 


a Mr. MarsHauu: Their act stated 23 and 32 years. There may be other 
_ terms; I cannot say for certain. 

2 The Actinc CuatrMAN: Is it limited by the Act? 

‘ae Mr. MarsHatu: It mentions 23 and 32 years in the Act. 


Mr. Baker: Mr. Chairman, the contents of those documents we are now 
looking over will be written into the minutes of this meeting, I presume? 


The Actinc CHairMAN: They will be printed as appendices, the clerk tells 
me. 

Mr. Baker: It is our desire to show that the Bureau of Statistics has fur- 
nished this information. 


Mr. Spencer: Referring to the last clause on page 4, I find the following: — 


Under certain conditions of farming, more especially in the west, 
credit for a farmer is more or less a necessity, and loans to responsible 
farmers are a desirable and legitimate business for a bank. 


There is practically nothing moving in that direction just now. 
Mr. Howarp: ‘Times have changed. 


Mr. Spencer: Banks are very sympathetic to the people in this country. 
They were asked if any such loans were made last year and they said prac- 
tically none. 


Mr. Lawson: I think the explanatory statement of Mr. Patterson explains 
it “ ....the farmer will have little trouble in obtaining banking loans.” 


Mr. Spencer: A farmer is a liability at the present time. 


Dr. Coats: Mr. Patterson’s book, although he is dead,.is up-to-date. I 
notice the imprint is 1932. He may be relied on as being fairly authoritative, 
although local and temporary conditions exist. 


Mr. Spencer: We are going through rather difficult and unfamiliar times 
just now, and it has upset all those general arrangements. 


Dr. Coats: Quite so. 


The Acting CHarrMAN: You have been supplied with a further memo- 
randum on the fifth question. (See Appendix “L”’). 


Mr. MarsHatu: This memorandum was meant to give some informa- 
tion of the returns which are received by shareholders in those various types 
of companies. The reason we had two columns, one for capital paid up and the 
other for reserve fund, and contingency reserve, in table one, was owing to the 
- fact it is customary to look upon dividends paid by trust and loan companies 
in banks, as being altogether on the capital paid up. In the case of table one 
where it shows reserve fund and contingency reserve, this rather exaggerates 
the situation, because the contingency reserve is for purposes which meant that 
- it should not be altogether attributed to the shareholders as being owned by 
-. them. But we cannot separate the figures, and so they are combined. If you 
look on the right of 1929, you will find 11-34 for loan companies. It is claimed 
one should take into consideration the fact that the reserve fund is owned by 
the shareholder and has been accumulated during the course of quite a num- 
_ ber of years and therefore is really like an addition of capital. The same thing 
applies in table 2, as regards the banks. 


fe iii 8 ee oe ae ak Tc a mans Ly pn 


182 SELECT STANDING COMMITTEE 


Mr. Lawson: In table 1 where you say “dividends on paid up capital ig 
for 1929, “11-3 per cent,” that would be calculated, on the first figure ot 
$37,792 214. : 


Mr. Marsuauu: It is declared on the capital paid up, and not on the aie 
other. 


Mr. Lawson: It is really the dividend on the sum total of $76,000,000. Ae 


The Acting CHArRMAN: It is on the earnings. Of course, you must always 
bear in mind that reserve fund has been built up by the profits, and has not — 
been contributed to in any degree by the shareholders, except in a negative 
sense, in that they have not participated in those earnings. Now, in the case 
of trust and loan companies, the shareholders are treated pretty well. 


Mr. Speakman: I was going to say Mr. Chairman, no matter how it is 
calculated, the fact apparently remains that during the five years when those ~ 
who borrow on mortgages and in any other way, were unable to pay their 
interest, those loan and trust companies and the banks themselves, have been 
able to make rather remarkable returns by way of interest on the actual money 
they had invested. Bis 


The Acrinc Cuamman: I am afraid that is not the situation just now. 


Mr. Speakman: But it is up to 1931. It shows a remarkable contrast — 
taking into consideration the former memoranda, which shows interest in 
arrears and the amount of mortgages outstanding. Notwithstanding that, these — 
people have been able to pay large dividends; and the dividends received by the © 
companies and the banks, I think, show a rather striking contrast. Perhaps 
it is a fine thing that one class of the community are very prosperous. 


The Actinc CHairman: Unfortunately, the class of people you refer to, : 
are the big saving institutions, who are stockholders of those institutions. The 
holdings of bank shares in Canada by individuals is relatively small. If you 
analyze the shareholdings of the big bank institutions of this country, you will 
find that the largest shareholders are the big institutions who invested the accu- 
mulation of their savings over a great many years. 

Mr. SPEAKMAN: Well, the banks do very well, anyway. 

Mr. Lawson: I assume Dr. Coats has no available information as to 
whether those reserve contingency funds were built up in years when dividends 
were paid on capital, or whether they have been built up by non- payment oF 
dividends in certain years. 

The Acting CHarrman: Likely the two; one thing and another. 

Mr. Baxrer: The dividends were pretty high in that period too. 

The Acting CHairmMan: If you go back and review the annual rates of 
those institutions from time to time, you will see they get a little better the 
farther back you review. 

Dr. Coats: I think it is wise to keep in mind in regard to reserve funds — 
this, that first, they have been accumulated, apart from the dividends origin- 
ally paid, out of earnings on the capital; but that sum growing, as it has been 
for years, it Is now in a sort of quasi capital position, and is in turn earning 
and contributing to the sum total out of which annual dividends are paid. 

Mr. Baker: It is really the thrifty saving of many years. 

My. Spencer: Thrifty profits. 

Mr. Baker: It really represents thrifty savings. 

Mr. Lawson: The only thing I had in mind, Mr. Chairman, is this: the 
book pictures are sometimes very misleading. In order to get a true viewpoint — 
as to how well these trust and loan companies have done, I suggest it would be — 


at at 
* BANKING AND COMMERCE—BILL J 183 


ssary to know whether they had paid dividends in those years when those 
erve and contingency funds were being built up, and for us to analyze any 
uch dividends. 

_ The Acting Cuairman: Of course. 

Mr. Rosrnson: Is it not a fact Dr. Coats, that most of the trust companies 
lave reduced their dividends by about two per cent? 

_ Dr. Coats: I think the general tendency has been to reduce them, yes. 


__ Mr. Moranp: Wages on money has gone down 2 per cent, and wages on 
verything else has gone down 100 per cent. 


The Acting Cuarrman: Is two per cent quite true. 

Mr. Lawson: I think that is an exaggeration on both ends. 

_ Mr. Howarp: What about the middle? 

Mr. Lawson: Wages have gone down as much as 20 per cent. 

Mr. Moranp: Living and property wages have been reduced anywhere from 

0 to 100 per cent. 

Mr. Lawson: Oh, no, surely not. 

_ Dr. Coats: The Bank of Montreal has cut its dividend rate from 14 to 8 

per cent. 

The Actinc CHAIRMAN: Which is about 40 per cent, a little different from 

the two per cent stated a moment ago. 

Mr. SPEAKMAN: In any case, it is a remarkable showing, considering the 

amount of arrears shown on interest payments due on mortgages that institu- 

tions are still able to show a dividend rate of this kind through those years. It 

s a remarkable showing. 

Mr. Lawson: I can plainly see I made a mistake in my investments. 

_ Mr. Howarp: Mr. Speakman, you must face this situation: that this table 

up to 1932 does not show what you are going to get in 1933, or 1934. When the 

osses are taken, which they have to take, there is only one place to take them, 

and that is out of that reserve fund. That is the only place they are going to 
come out of when it drops down, and then you will see quite a change. 


Mr. Speakman: I am comparing the years 1929, 1930 and 1931, showing 
he arrears of mortgages, interest payments made on mortgages on the one hand, 
nd the profits made by the loaning companies during those same years, and 
e dividends paid during those same years, and it is obvious that the contrast 
S very, very striking. 

Mr. Moranp: Is there any question that some of those dividends may have 
peen paid out of reserve? 

Mr. Lawson: They may have been. 

Mr. Moranp: There is a reduction in reserve. 

The Acting CuairMAn: The loan companies show a remarkable decline in 
erve from $38,000,000 in 1929 to $23,000,000 in 1932. 

Mr. BorHwe.u: The trust companies have increased. 

The Acting CHAIRMAN: They have slightly inereased, about one million. 
Mr. Lawson: My only regret is I do not hold shares in trust companies. 
Mr. Ganona: Some of those companies have fallen by the wayside. 

_ Mr. Lawson: This is the average. 

The Acting CHAIRMAN: The old and well established companies, I think, 
ve will all agree, have done very well. 

- Mr. Baker: Of course, it is a matter of good business to guard against a 
oor showing for 1932. 
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Mr. SPEAKMAN: They are fortunate in being able to do so. 
Mr. Baker: They are wise to do so, also. . 


The Acting CuairMaAn: ‘Table II is fairly self-explanatory. I may say fc 
the information of the Committee, the Bank of Nova Scotia has also eh it 
dividends. 

Mr. Moranp: May I ask this question: here is a statement which sa 
paid up capital of the Bank of Nova Scotia is $10,000,000 and the rest or reser 
fund is $20,000,000. Does that belong to the shareholders to take care of th 
double liability, or is the double liability over and above that? 


The ActinGc CHairMAN: The double liability is over and above ier 
should like to point out in the case of Bank of Nova Scotia, a great deal 
stock of new issue was issued at a very high premium, in the same relative p 
portion as I recollect it, as the capital bears towards the rest. For instan 
when the Bank of Nova Scotia was putting out new stock to shareholders, they 
were given the right to purchase it at a price fixed, one on the par value of the | 
shares, plus a premium approximately equivalent—I would not say definitely 
to the amount of the reserve; and the result is, a shareholder would pay $30 
for a $100 share, upon which he would receive a return of $16 on $100, or a lit est 
over 5 per cent, ‘54 per cent of a return on the capital invested. 


Mr. Lawson: Of which $300, $100 would go to capital stock— 


The ActinG CHAIRMAN: —and $200 contributed to reserve. When you he 
they are paying 16 per cent dividends, it does not by any means mean a retur 
of 16 per cent on the investment; rather does it mean a very moderate 2 
of about 6 per cent or less. 

Mr. Moranp: There has been an increase of only $2,000,000 in your cate 
over the original $10,000,000. 

The*Actinc CHatrMan: No, it started out very small. They have j 
issued a booklet, which I should be very glad to get, showing the whole histo 
of the bank. They had one defaleation which actually yes out the whole . 
the capital, in the early years of the bank. 

Mr. Spencer: Can you give us the value of the shares re day? 

The Acting CuarrMan: Any stock exchange list will give you that. 
has been up over $400, but has been reduced in value over one-half. 

Mr. Cupmore: It is around $240. 

Mr. Howarp: As a matter of fact, the Cane Bank of Commerce’s las 
issue of stock was put out at $200, and to-day it is around $123. I was on 
of the people who took it. 

Mr. Lawson: You should pay for your privileges. 

The Actinc CHarrMAN: While you got a dividend of $12 per sae, you 
actually got a return of much less than that. 

Mr. Lawson: You should pay for those privileges. 

Mr. Howarp: Yes, I am paying and you are too. 

The Aciina CuatrMAn: I should not like the Committee to get the jaa 
that bank shareholders, the people who have bought in recent years, ever go 
anything like a return of 16 per cent from the Bank of Nova Scotia. The people | 
who bought 50 years ago, or their estates, may be getting it. ee 

Mr. Howarp: I do not think that is a point we should criticize. I t 
the idea is the spread between earnings and the money they are lending, n 
what they pay out to the shareholders, because I think that is fairly estabhelicas 

Mr. Baker: That is a false idea that prevails. 2 

The Acting Cuarrman: I think they are mighty lucky if they get 16 pr r 
cent, but they have all the time the bug- bear of the double liability. : 
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Mr. Spencer: It is not always paid. 
_ The Actinc Cuarrman: I have had some experience in collecting it, and as 
banks make a determined effort. 
_Mr. Spencer: As I understand it in the Home Bank case, they did not get 
ore than 50 per cent. 
Mr. Howarp: Just a moment ago you stated that in regard to the Bank 
ova Scotia, the capital was $10,000,000, and I understood you to say the 
rese ve fund was $20,000,000, and besides that you have double liability? 
_ The Actine CuairMan: This $10,000,000 as at 31st December, 1929, repre- 
ents $10,000,000 paid-up capital on the equivalent number of shares, and in 
addition to that the bank had a reserve fund of 200 per cent, which in case of a 
lure of a bank would have to be drawn on. In addition to that, the double 
ability is still hanging over the heads of the shareholders. 
_ Mr. Lawson: The bank could not fail until the $20,000,000 is eaten up. 
_ Mr. Moranp: There is nothing to prevent them from taking their reserve 
extra dividend? 

The Actine CHAIRMAN: Nothing at all; it belongs to the shareholders legally 
vat it would not be a very sound policy. 
- Mr. Lawson: Is not there something in our statute requiring them to have 
certain reserve? 

Mr. CupMorr: They cannot pay more than a certain rate of dividend until 
this reserve is at least 30 per cent of the capital. 
The ActiING CHAIRMAN: There is a limitation, I know. 
; vies ERMAN: As I understand table II, where it gives us Bank of Nova 


athe ae oT oe Right, $16 on a $100 Hep 

Mr. Speakman: The other has been built up out of former diivdends. 
The ActinG CHAIRMAN: Undistributed profits. 

Mr. Lawson: Not always. 

The Acting CHarrMAN: Built up probably from the premiums paid by 
_ shareholders, not out-of earnings. I think the Bank of Nova Scotia would be 
able to supply some interesting information as to how much the shareholders 
have contributed in actual cash in regard to reserve fund. 

Mr. Lawson: I think you will find that most bank reserves are built up 
tom premiums from stock, and not much from undistributed income. Certainly 
hat has been the practice in most cases. 

The Actinec CuarrMANn: The Bank of Nova Scotia has been in business for 
a little over 100 years. 

Mr. Lawson: I mean banks generally. I think that information may be 
ailable. All you would have to do is to write to Mr. McLeod, and he will 
give it to you, showing how much of this reserve has been contributed in cash 
_ by the shareholders themselves over a period of years. 

~The Acting CHatrrMAN: Yes, and it would astonish you. 

Mr. Moranp: That would be interesting. 


_ The Actinc CuHatrMan: They have the exact information showing just 
w much the shareholders have contributed to that reserve fund by way of 
remiums. 

Mr. Lawson: In regard to table III, I find the following: “ Currency and 
_ sterling debentures.” That is a new term to me; would someone tell me what. 
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Mr. Marsuauu: These data were obtained from one of the large mortgage 
companies. By currency they mean dollars, American or Canadian dollars, and 
sterling, of course, is sterling. The table is meant to illustrate the actual 
interest they had to pay on the money which they borrowed on the debentures 
and debenture stock, in order to have the companies loan out that money. 
They had a column on their mortgage rates up and down in relation to what they 
have to pay for money. So the last day, we had in the previous memorandum, — 
a table, table IV, which gave us some average figures, but they seemed to — 
obscure the trend to a certain extent and so we got the actual experience of 
one bank, the actual rates, not averages, and this is the result. 

The Actinc CHarrMan: One loan company? 

Mr. MarsHauu: Yes, one loan company. ene 

Mr. Lawson: But debentures issued over sterling come under the classi- 
fication of currency? 

Mr. MarsuHanu: Yes. 

Mr. Spencer: What do, you mean by the letters ‘N.M.” in the third ~ 
column? ‘ 

Mr. MarsHau: The rates there, 54. Take 1919, 54 to 54. The 54 rate pre- 
vailed in the first half of the year and the 54 the second half; that is, a private 
loan made in the first half. Then, if you took out a loan in the last half of the © 
year, they have got it at 5 per cent—it is new money. 

The Actinc Cuarrman: Well, this shows the approximate rates paid are 
about equivalent to the rates in the Cld Country. 

Mr. Morano: Where do vou get this money to pay this interest on? Where 
does this money come from on which they paid 5 per cent in 1917, the currency? 

Mr. Lawson: They sell debentures. 

Mr. Moranp: To the public? 

Mr. Marswauu: Yes. : 

Mr. Moranp: Not on anything they deposit with the government? 

Mr. |MarsHautt: No. : 

The Actrnc CHarrMAN: Borrowed capital that is what it is and by way 
of debentures. 

Mr. Howarp: They issue their own debentures. 

The Actinc CHaiRMAN: Under the act they are entitled to do it, or at 
least most of them. 

Mr. Baker: ‘This company paid a good high rate. 

Mr. Howarp: Most of them do to the public. 

Mr. Moranp: Mr. Chairman, I do not see a quorum. Shall we adjourn — 
to meet at the call of the Chair? 

Mr. Howarp: Before you adjourn, I should like to mention this. Sup-— 
posing we should get through here next week, which I hope is possible, what 
are we going to do in regard to a report? Are we going to make a report before 
the closing of parliament? eee 

The Actinc CuaimrmMAN: I think I should refer vou to Mr. Matthews. I 
am only locum tenens to-day. q 

Mr. Howarp: Supposing we should get finished in the House next Thurs- _ 
day, which I think possibly we will, I should not like to see the work of the 
committee up to date dropped. I do not know what we are going to do in — 
regard to a report, but I hope something will be done. 

The Acting CHatrman: I think you had better discuss that with Mr. — 
Matthews, or at the next meeting. 
a ‘The committee adjourned at 12.30 p.m. to meet again at the call of the 

nair. 
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APPENDIX “H’’ 


THE SECRETARY OF STATE OF CANADA 


Ottawa, April 13, 1933. 


‘Dear Mr. Marruews: With further reference to your letter of the 8th of 
March, I am sending you herewith a copy of a letter which I have received from 
he Attorney- General of New Brunswick, in answer to the questions prepared by 
sub-committee of the Committee on Banking and Commerce, concerning debts 
nd interest rates within Canada. 


Yours very truly, 
C2H. CAHAN, 
- R. C. Matruews, Esq., M_P., Secretary of State. 
f. - House of Commons, 
Ottawa, Ont. 


: THE GOVERNMENT OF THE PROVINCE OF NEW BRUNSWICK 
OFFICE OF THE ATTORNEY GENERAL 


FREDERICTON, N.B., April 10, 1933. 


Honourable C. H. Cannan, 
_ Secretary of State, 

Ottawa. 

Dear S1r,—The Provincial Secretary-Treasurer, Honourable Mr. Leger, has 
referred to me your letter to him of March 10 in which you submit certain 
questions relative to the power of the Dominion Parliament with respect to 
interest rates and other matters connected therewith. In my opinion, the 
answers to the various questions submitted are as follows:— 

1. Has the Dominion Parliament the power to fix a maximum rate 
of interest which may be charged to loans, etcetera, made by corpora- 
tions created by Dominion statute or letters patent where (a) such 
corporations were previously incorporated; (b) such corporations are to 

_ be incorporated? Answers: (a) Yes; (b) Yes. 

' 2. Has the Dominion Parliament any power to prescribe the maxi- 
mum rate of interest chargeable on loans generally made by (a) persons; 
(b) corporations created by statute or letters patent other than federal? 
Answers: (a) Yes; (b) Yes. 

3. Has the Dominion Parliament the power (a) to fix; (b) to alter 
rates of interest in respect of bills of exchange and promissory notes? 
Answers: (a) Yes; (6) Yes. 

4 4. (a) Has the Dominion Parliament power to enforce reduction of 
principal of debt in respect of loans made: (1) by corporations incor- 
porated under jurisdiction of the Dominion Parliament; (11) by corpora- 
tions created by other jurisdictions; (iii) by individuals? Answers: 

(i) No; (ii) No; (iii) No. (6) If necessary for the determination of 
the above questions, is any differentiation to be made between loans: 
(i) secured upon real property; (ii) secured upon personal property; 
(iii) without security? Answers: (i) No; (ii) No; (11) No. 

Yours faithfully, 
C. D. RICHARDS, 
Attorney General. 
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APPENDIX “I” 


Tuer SECRETARY OF STATE OF CANADA 
Orrawa, April 10, 1933. 


Dear Mr. Marruews,—With further reference to your letter of the 8th 
March, I am sending you herewith a copy of a letter which has been transmit 
to me by the Provincial Secretary of Manitoba, in answer to the questions -pre- 
pared by a sub-committee of the Committee on Banking and Commerce, con- 
cerning debts and interest rates within Canada. 


Yours very truly, 


C. H. CAHAN, 

R. C. Matthews, Esq., M.P., Secretary of State. . 
House of Commons, 

Ottawa, Ontario. 


ATTORNEY GENERAL, 


Winnipeg, April 3, 1933. P. 
102 Soe 
Honourable D. L. McL£op, 
Provincial Secretary, 
Building. 
Dear Sir: 
Re list of questions relative to rate of interest, etc. 


On the 14th ultimo you wrote me enclosing letter dated 10th iene 
yourself from Honourable C. H. Cahan, K.C., Secretary of State of Canada, 
Ottawa, Canada, and also enclosing the enclosure which accompanied the said : 
letter from Honourable Mr. Cahan. a 

The said enclosure was a copy of a resolution which was considered by the 
Select Standing Committee of the House of Commons on Banking and Commerce. - 

The said letter from Honourable Mr. Cahan stated that said Committee in 
considering the said resolution appointed a sub-committee to prepare a list ae 
questions which they are desirous of submitting to the Attorney-General — 
Manitoba for an opinion thereon. 

The said list of questions then follows in the said letter from Honour: 
Mr. Cahan. - 


your Province in reset of these questions could be obtained as soon as 
conveniently possible, in onary to ascertain whether the legal authoritie 


T will repeat the questione in the order in whieh they are set out in the sai 
letter from Honourable Mr. Cahan and will give my answers (opinion) rele ] 
to the respective questions immediately after each question. ah 

Question 1. Has the Dominion Parliament the power to fix a maximum rate = 
of interest which may be charged on loans, et cetera, made by corporations — 
created by Dominion statute or letters patent where (a) such corporations were 
previously incorporated; (b) such corporations are to be incorporated? Answ 
to question 1: (a) Yes; (b) Yes. 

Question 2. Has the Dominion Parliament any power to prescribe the m 
mum rate of interest chargeable on loans generally made by (a) persons; 
corporations created by statute or letters patent other than federal? Answers 
to question 2: (a) Yes; (b) Yes. Question 3. Has the Dominion Parliament r 
power (a) to fix; (b) to alter rates of interest in respect of bills of exchange 
promissory notes? Answers to question 3: (a) Yes; (b) Yes. 
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In answering as above the said three questions as to “ interest” I desire to 
at there are very few decided cases directly in point to guide: one in answer- 
questions. The above answers relative to “interest” are my best 
ion guided as I have been by what has already been decided by the courts 
zard to the relative jurisdictions of the Parliament of Canada and the legis- 
es of the provinces under the terms of The British North America Act, 1867. 


Question 4. (a) Has the Dominion Parliament power to enforce spduetdlt 
principal of debt in respect of loans made: 7. By corporations incorporated 
der jurisdiction of the Dominion Parliament; 7. By corporations created by 
r jurisdictions; 777. By individuals? —(b) oF necessary for the determination 
e above questions, is any differentiation to be made Ses een loans: 7. Secured 
on real property; 7. Secured upon personal property; ii. Without security? 


Answer to question 4: In my opinion it is difficult to give an answer to this 
juestion 4 which is any degree satisfactory until one has before him the particular 
legislation which is to be enacted. 


Under section 91 of The British North America Act, 1867 the Parliament 
of Canada is given legislative authority to make laws for the peace, order and 
od government of Canada in relation to all matters not coming within the 
lass of subjects assigned exclusively to the legislatures of the provinces and 
ie greater certainty etc. is given exclusive legislature authority relative to (for 


(21) bankruptcy and insolvency. 


= ‘Under section 92 of The British North America Act, 1867, the legislature 
of each province is given exclusive legislative authority relative to (for example) : 


(13) property and civil rights in the province. 


As I understand it the courts have refrained from giving a definition of 
such expressions as “ laws for the peace, order and good government of Canada,” 

‘banking, incorporation of banks and the issue of paper money,” “ bills of 
lange and promissory notes,” “bankruptcy and insolvency ” and “ property 
nd civil rights in the province ” as used in The British North America Act, 1867, 


. The decided cases hold, 


No doubt there may be cases arising out of some extraordinary peril 
to the national life of Canada, as a whole, such as the cases arising out 
of a war, where legislation is required of an order that passes beyond 
_ the heads of exclusive Provincial competency. Such cases may be dealt 
with under the words at the commencement of s. 91, conferring general 
powers in relation to peace, order and pond government, simply because 
such cases are not otherwise provided for.! 

A province cannot validly legislate in derogation of a civil right 
=, existing and enforceable outside the province.” 

es The Dominion Parliament has, under the initial words of s. 91, a 
general power to make laws for Canada. But these laws are not to 
relate to the classes of subjects assigned to the Provinces by s. 92, unless 
: their enactment falls under heads specifically assigned to the Dominion 
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Parliament by the enumeration in s. 91. When there is a question as 
which legislative authority has the power to pass an Act, the first que 
tion must therefore be whether the subject falls within s. 92. Even 
it does, the further question must be answered, whether it falls also under 
an enumerated head in s. 91. If so, the Dominion has the paramount 
power of legislating in relation to it. If the subject falls within neither 
of the sets of enumerated heads, then the Dominion may have power 
legislate under the general words at the beginning of s. 91.3 

That there can be a domain in which provincial and Dominion leg 
lation may overlap, in which case neither legislation will be ultra vir 
if the field is clear; and, secondly, that if the field is not clear, and in 
such a domain the two legislations meet, then the Dominion legislati 
must prevail.4 


Hence if the legislation in question which is to be enacted “to enfore 
reduction of principal of debt in respect of loans made, etc,” is legislation arising 
out of which might be termed a national emergency in my opinion it can pe 
validly enacted by and only by the Parliament of Canada. 


Hence again if the legislation in question which is to be enacted pares entree 
reduction of principal of ‘debt in respect of loans made, etc.,” can be classed as 
(say) banking, incorporation of banks and the issue of paper money. legislation, 

or bills of exchange and promissory notes legislation or bankruptcy and insol- — 
vency legislation, in my opinion it can be validly enacted by and only by the 
Parliament of Canada. 


If any legislation “to enforce reduction of principal of debt in respect of 
loans made, etc.,” were enacted by the legislature of a province and is found 
in conflict. with ‘legislation enacted by the Parliament of Canada relative to 
(say) a national emergency, or banking, incorporation of banks and the issue © 
of paper money, or bills of exchange and promissory notes, or bankruptey and 
insolvency, then in my opinion, the legislation enacted by the legislature of a 
province is invalid. 


One can understand a situation (for example) in which a debtor resides 
in one province of Canada and a creditor outside said province. In such a case 
it appears that the legislature of the province in which the debtor resides can- 
not validly legislate in derogation of a civ il right existing and enforceable out- 
side the province. 


The above is my answer to the whole of question 4. 


I take it that you will communicate in the usual way with Honourable Mr. 
Cahan. 


\ 


Yours truly, 


(Sed.) W. J. MAJOR, 
Attorney-General. 


3 Toronto Electric Commissioners v. Snider (1925) A.C. 396, at p. 406. 
4Grand Trunk Railway Co. of Canada v. A.G. of Canada (1907) A.C. 68. 
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APPENDIX “J” 


-MEMORANDUM—DOMINION BUREAU OF STATISTICS FOR THE 
COMMITTEE ON BANKING AND COMMERCE 


Questions raised at last. meeting— 
Mr. Wiis: What has been done by the mortgage companies in the way 
of “writing off”?—Answer: The Dominion Mortgage and Investment Asso- 
ciation is looking into this matter and some information will be available later. 
Dr. Moranp: Is it possible to show by years and by provinces the amount 
of arrears on mortgages; showing whether the arrears are for one, two, three, 
_ four or such term of years as it possibly can be shown?—Answer: Some informa- 
tion is available on this point and is shown in accompanying tables. More is 
being obtained through the Dominion Mortgage and Investment Association. 
Taste I—Mortgages held by Insurance Companies showing interest in 
arrears one year or more and mortgages written off. 


Taste I]—Loan and Trust Companies—Interest Due and Unpaid. 


TABLE I.—INVESTMENTS OF INSURANCE COMPANIES 
Att MortGaGEs IN DoMINION or CANADA 
(In millions of dollars) 


Total with interest Total written off 
in arrears One year 
Total outstanding (end of year) or more Principal only 
Amount Per cent Amount Per cent 
$ $ $ 
143-9 8-7 6-0 0-19 0-13 
163-6 11-8 7-2 0-47 0-29 
: 189-0 15-3 8-1 1-43 0:76 
SAR eh ee hee RE Se a Loe i 203-4 15:1 7-4 2-03 1-00 
TES 0 55 CSE Negle  a g 234-6 15-0 6-4 1:28 0-55 
LTE J os Si RAT Sag A a 265-4 11-6 4-4 1-57 0-59 
er ea ad ee ae A 306-7 10-2 3-3 1-79 0-58 
(TVD ESS wa NE ES oe a ee oe reer! 352-3 9-0 2:6 1-43 0-41 
TPER) 207) 8 a nia a Aa alle ear 392-7 7-9 2-0 0-98 0-25 
Be ee ee ee OUR 421-3 13-7 3:3 1-37 0-33 
oe ire ON eC BORAT UNS 437-3 30-7 7-0 2-65 0-61 
Farm MortGaGes IN DoMINION or CANADA 

67-8 6-8 10-0 0-06 0-09 

75:5 10-0 13-2 0-4 0-53 

80-0 13-3 16-6 0-9 1-1 

79-8 13-5 16-9 1-4 1-8 

76-9 13-5 17-6 ital 1-4 

73-1 9-9 13-5 1:3 1:8 

73-9 8-5 11-5 1:6 2-2 

77-3 7-9 10-2 1:2 1-6 
80-6 6-7 8-3 0-8 0-99 

78-5 12-9 16-4 0-9 1-15 

DHS) 29-4 38-1 2-2 2-85 

UrpBan MortGaGEs IN DoMINION oF CANADA 

oy VUBRS S 5 OPUS Sane eee 76-1 2-0 2-6 0-12 0-16 
ee en i ie Tos oa te 88-1 1:8 2-0 0-11 0-12 

ip ce 2k EASE as SIN Bada Se ace ae 109-0 2-0 1-8 0-54 0-50 
123-7 EY 1-4 0-66 0-53 

er Sha meee 157-7 1-6 1:0 0-22 0-14 
Renee ete eS on PE. 192-3 ilcy/ 0-88 0:26 0-14 
Os ea Sk aes een ene rer 232-9 1:6 0-69 0-23 0:10 
en as eas 275-0 1-1 0-40 0-26 0-19 
Be te tee ok hoes 312-2 1-2 0-38 0-19 0-16 
Re ON ee eek cn ems 342-8 0-8 0-23 0-43 0-13 
er i a ee iG 360-1 | 1:3 0-36 0-42 0-12 
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TABLE I—INVESTMENTS OF INSURANCE COMPANIES—Concluded ae 
(In millions of dollars) a 
Farm MortGaGes IN PROVINCE oF SASKATCHEWAN 7, 
Total with interest Total written off re 
in arrears one year : : 
Total outstanding (end of year) or more Principal only oe 
) 
Amount Per cent Amount Percent 
$ $ $ mS 
LAO as Be ip a SR BON a mS Ta 36-7 3:3 9-0 0-04 0-1 =e 
1S PVA Ne NM sara peat an iace nol er dy Oe) lhe! Gap 41-6 4-6 11-1 0-15 0-4 te 
DORN Rar se serps cs. aay ot ve tt eee 43-4 4-7 10-8 0-30 0-7 a 
10 Puy. EEN ly i SiMe a Uaedan aS kai Reon ty er arg 43-9 4-6 10-5 0:40 0-9 
LAY IS SAG Pear ann or oh ea aay encase a 42-6 5-1 11-9 0:19 0-5 . 
UB ie ce te ee 40-1 3-6 9-0 0-20 0-5: ae 
AO Oat 6 ae ore Sis eR aga eb ata 40°5 3:3 8-1 0-36 0-9 ; 
DO Mate Scr bth toe as eine eae arene 42-1 3-0 7-1 0-59 1-4 : 
1 ia eee as WALA ranean Ce ae GCS a 44-3 2-9 6-5 0-29 0:7 * 
TBA Se ia eiee ueeneeee emamcetowe, Ces ea estes: 44-0 7-9 18-0 0-24 0-5 
OG ae. cits hyn teN de Aaa RN er 43-4 20-0 46-1 0-68 1-5 
Farm MorrGaGes IN Province or MANITOBA 
AL Me ae ey Are Ce AN TAI ge EN 20 11-6 1-1 9-5 0-02 0-17. 
LG eee ct, ak SMRN Se Ste ey Nb Saini te ee neds ed 12-7 2-2 17:3 0-02 0°16. 
IC PS rh aaa AOR anata ERAIRe GRATES te AN air 14-0 3-1 22-1 0-08 0-57 ; 
1 oy, Uae, Ba ge SOAS oD ieee hates Te ear gee 14-1 3-6 25-5 0-23 1-6 Ee 
1 DAE is ee Te Mia aA cs MRO RINE) ye he sec 13-9 3°5 25-2 0-12 0-86 ; 
1926 13:9 2-9 » 20-9 0-16 Led 2 
TT RAT aS at Bie agrees. eA Maia i Pou a 14-1 QF) 17-7 0-24 1° oie 
1 roo RR Re neem areas As near al ape amar hs Sac Re, 14-4 2-7 18-7 0-25 Lee S 
UCP Ere Sie Reamer saw ae LMC EL tT ny are he 14-1 2:4 17-0 0-37 2:6 
11 pe cor IR CeR IE aoe dar MOG ep Aan 1 11:3 2-7 23-9 0-56 5:0 
OSes ck ee Roca eh Ns eer Oa ee 10:8 4-6 42-6 0-60 5-6 re 
Farm MortGaGes IN Province or ALBERTA 
Mar ae a ee ee ae 17-6 23 13-1 0-003 0-017 
Oe ae AB cee ga Ae eta ig soe ee 19-0 3-1 16-3 0-19 1-00 
ees CIES ae a aR pO og ee 20-3 5-2 25-6 0-42 2-07 | 
gE La ae ae eae rae eae eR aioe ree Ra et 3 19-5 5-2 26-7 0-71 3-64 
1S PAG a eR Sale ark ee CARN eA ae ar 18-1 4-8 26-5 0-73 4-03 
(ODOM Rie. ea ee ta oe eee te 16-8 3:4 20224 0-94 5-60 
ICP Sec eer BS 5 Ree coarse ica a RORY ic nye 17-0 2-6 15-3 0-95 5°90 
NOOB ras ie Sapa th Oe Rel tec aryse Mie 1, eer a 18-5 2-1 11:3 0-32 1-73 
OD Oe Shor iia Wien MINE ure yo Mec at ans an penta aa 20-1 Py 5-5 0-12 0-60 
Tit BY Oe iemaierpees Uicreler taint AN a Nees war mh Cp tra p2 21-6 2-1 9-7 0-13 0-60 
es. ee ar eee er hep eek eo ere eae 21-5 4-8 22-3 0-94 4.37 
TABLE II—MORTGAGE LOANS AND AGREEMENTS FOR SALE ON REAL ESTATE 
WITH INTEREST DUE AND UNPAID DECEMBER 3isz, 1930, anp 1931 
Ontario REPORT 
Total Interest — 
— Outstanding due and 
unpaid = 
Loan Corporations— ene aes ie 
Western. ProvinCess cach ole nn eee 1931 59, 535,343 3,240,147 
1930 59, 172,807 2,076,925- 
Eastern: Provanees 25 oe ee re 1931 117, 490, 036 1,024,662 
1930 117, 517, 964 887,966 
figs 
Trust Com panies— : <p e 
Western Prowinces ico iss oe ee es 1931 32,918, 284 2,379, S88 
1930 32, 678, 260 1,695,486 
Rastern Provintes. )//... (2/0. 0) oe 1931 62,714, 426 370,362 
1930 59, 213, 273 239, 823 . 
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APPENDIX “Kk” 


Question 4. Length of time for which loans made, and the purposes, in a 
- general way, for which money was borrowed. Also conditions, such as renewals, 
ompounding of interest, and, in a general way, type and relative value of 
security required. 
The following tables throw some light on this: — 
__- Taste I. Composition of the Loan in Canada of the Canadian Bank of! 
Commerce in the autumn of 1929 and at February, 1932. 
e Tape II. Assets of Trust and Loan Companies Illustrating Character of 
ans. 
_ ‘Taste III. Assets of Life Insurance Companies Illustrating Classes of 
_ Loans. 
‘Statement of length of loans. 


TABLE I.—COMPOSITION OF THE LOANS IN CANADA OF THE CANADIAN BANK OF 
COMMERCE IN THE AUTUMN OF 1929 AND AT FEBRUARY, 1932 


ea November, February, Percentage 
soos 1929 1932 of Increase 
aS or Decrease 
$ $ 
fee Governments and municipalities..............:).....-.. 43,000, 000 55, 000, 000 28-0 ine. 
2. Public utilities, insurance companies, trust companies, 
automobile finance companies, etc...................- 24, 000, 000 22,000, 000 8-3 dec. 
BeBULALIe TS ana erAncnersian <6 se oo ek ees os es 32,000, 000 26, 000, 000 1TSigfe a 
PeG aint On Meats. “CLC ses ee ce 78,000, 000 37, 000, 000 BYjaliys Se 
_ 5. Manufacturers—Agricultural implements, iron and steel, 
mining, automobiles, textiles, wearing apparel, etc... . 41,000, 000 30, 000, 000 26¢85— 
6. General stores and sundry wholesalers and retailers...... 29,000, 000 17, 000, 000 Bahan Baek 
7. Lumbering industry, including pulp and paper........... 13,000,000 9,000, 000 BORG: os 
SemOUNtractorey billders: GtG- iis) en 14, 000, 000 10,000, 000 280i. 
9. Call loans, loans on securities to security houses, under- 
COREE RSE Grae pre Se LY rare IC ES Ae aa 55, 000, 000 33,000, 000 40-0 “ 
10. Sundry dealers and traders, and individual customers 
of the Bank throughout the Dominion................ 63, 000, 000 42,000,000 Bars) 
11. Trade paper discounted, sterling and foreign bills of ex- 
Raangzepuneiasehie moe ee oe ae xn 21,000, 000 10,000, 000 inne 3 
413,000,000 | 291,000,000 29-6 dec. 
The Monthly Commercial Letter, 
he Canadian Bank of Commerce, 
Toronto, May, 1932—Page 4. 
TABLE II—ASSETS OF TRUST AND LOAN COMPANIES ILLUSTRATING 
CHARACTER OF LOANS 
The Ontario report of assets includes the following items:— 
. ae 1930 1931 
Bat Loan CorroRatTIONS $ $ 
ei erttertette Wel Gmsaleri shoo 88s iy pai ects ce arise nce tga en ene es 1,774,368 2,177,626 
_ 2. Mortgages and agreements on real estate including interest.............. 181, 536, 080 182, 976, 673 
_ 3.-Loans:on stocks and bonds including interest..............--.--.-+--+-+- 6,658,577 1,723,720 
oe Teh) SERS ge eee er ee ae rea 230,392, 651 233, 627,090 
Fee Trust CompPaNIES 
re - (Company Funds) 5 
Pitieitveatestate held for-sale.......--...-..--. cranes a SOTO OU pie se Monts oe 2,174,229 2,891, 686 
_ 2. Mortgages and agreements on real estate including interest.............. al, 348, 032 20,464, 598 
_ 8. Loans on stocks and bonds including interest.........-..----..--5555++55 5,911,474 3,631,372 
eae hotaliacsets, company funds,...... 4.22.2... - 222.2 ert bee eee 60, 849, 247 59, 694, 465 
es - a aie Funds) perce Ss Sot oe ont 
1. Mortgages and agreements on real estate including interest...........--. 72,423, 22 77,390, ¢ 
«2: aWaae on stocks end bonds: meluin= mterest2.. %.. 0) . 2.2 47, 748, 984 25,708, 353 
3. Totalassets, guaranteed funds.............--..-. 6-252. e eee 147,472,025 136, 696, 080 
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PREG. Dee. 31st Dee. 31st. 
1930 1931 
: by 
CANADIAN COMPANIES $ $ : 

1 Realestate held under agreements of sales e242 oe 14, 199, 004 11,698, 617 ee 
2° -lboans on real estate: ©. 2. yee ee geen ee ee ee ee 338, 187,113 345, 431,316 
3} loans on collaterals... 2.545 VO", Be ee ee 820,811 295,013 
ASSP ONICV. AORNS © 3... ORG ag NEO eat en on eae 229, 108, 632 267,576, 694 
5 


orn 


ar whe 


es botalvassets 0.20 Ps 2 Vs eee a Pac eevee ete 


BririsH CoMPANIES 


erReali estate held. under acreements ofsaley 7 i406 ee 
wagons on real-estate.) 60. e oie ke ae ee ae 
*'lhoans on, collateral: 3.7% 2. Oy. ik ic aOR te eee eee eee ve 
ei Policy loans xii k ca ee Se eee ee ee 
o Lotal assets: ets. Og dek SM ENN Oe ct ten ee ee 


ForEIGN COMPANIES 


saheal- estate held under. agreements ofpale:. se. 4. ise eee 
Loans. onireal estates acct cc. tae cathe eT S a RE Oe nan 
oans on Collateral 5 5. Segec barca one aie ee ae vem a Caer gh ne re 
BaP OlIGY LOANS eo et Cia EUS ees Oe A ene enc 
ePOtal ASSets yi ign ee Oh tye SEN TE ce RR ieee 


1,511, 426, 759 


58, 704 
12,501,381 
2,741 


4,136,916 
56,447,549 


11,701 
30, 488, 337 
43,325, 671 
407, 447, 549 


1,610, 130, 921 


78,9310 
12,283,851 
12,331 
4,698,575 
58,440,038 


50,847,586 


LENGTH OF TIME FOR WHICH LOANS MADE 


MORTGAGES 


Five-year term most common, although some companies have issued longer 
term mortgages in the past and probably do so still. 
Permanent Mortgage Corporation has offered mortgages on the amortization 


plan limited to 20 years. 


The Canadian Farm Loan Board issues mortgages on a 23-year and 32-year 


plan. 


tion basis. 


The Manitoba Farm Loan Board issued mortgages on a 30-year amortiza-_ 
Borrower can pay off any time after five years. 
The Saskatchewan Loan Board has a 30-year amortization plan. 

The Ontario Agricultural Development Board works on a 20-year plan. 


BANKS 


As is well known, bank loans are for short periods. 


least once a year. 


For example, the Canada < 


Where a firm has estab-— 
lished a line of credit with a bank, it is expected that loan will be cleaned up at 


Stewart Patterson Canadian Banking, page 199, states: — 


Current loans can be broadly divided into advances to customers 
and bills and notes maturing. The latter are the more desirable because — 
they are principally composed of trade bills, with a currency of from — 
sixty to ninety days, and as a rule can be relied upon to be retired at 
maturity. A good portfolio of bills is an important factor in maintaining 
a liquid position, and the normal way of replenishing a bank’s cash reserve 
is through funds received as loans are repaid. Canadian banks as a rule 
refuse to take longer term paper than that of three or four months’ cur-— 
rency; in fact the average currency of a good bill file should not exceed 
six weeks, which would mean a steady flow of money coming in every 
day, even if only 50 per cent of the items maturing were paid in full. Se 


> « 
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Piecariite loans to farmers, Mr. Patterson states (page 206 Canadian 
Banking): an 
‘ Under certain conditions of farming, more especially in the West, 
credit for a farmer is more or less a necessity, and loans to responsible 
farmers are a desirable and legitimate business for a bank. 

Bank credit. may be legitimately advanced to farmers as to other 
producers to finance their operation while production is in process. In 
regions where farming is well diversified, and income is received regu- 
larly throughout the year, the farmer should have little need for bank 
credit. On the other hand, where the greater part of the farmer’s income 


ee i is obtained from the sale of crops in ‘the fall, he may require credit to 
-. earry his operations from seeding to harvests. Loans may also be made 
i -__ for some specific purpose—such as the purchase of live stock for fattening 


—in other words for the creation of a liquid asset. In the West, how- 
ever, where grain growing only prevails, a farmer has practically only 
one crop a year, and it is necessary for him to have credit while he is 
preparing for the crop, as he has to wait until the fall before receiving 
any return for his year’s work. Seed must be bought, labour paid for, 
and while the crop is growing he must live. Few farmers can cultivate 
their farms without some credit either from a bank or store, and if no 
credit were extended, they could neither purchase nor produce anything. 

Credit to a farmer, no matter what his moral or financial standing, 
is relative and should not exceed a year’s supplies at any time. The loan 


= should be cleaned up regularly after harvest unless arrangements were 
Be made by way of advances under section 88 of the Bank Act. . . 

eS As a rule, the farmer should not require to borrow from the bank 
ae until seed-time to pay for seed, labour, and the like. If his crop is suc- 


cessful, he should be clear of his indebtedness before the end of the year. 
; A clause in section 88 of the Bank Act permits a bank to lend money 
ES toa farmer “on the security of his threshed grain grown upon the farm.” 

; The addition of this clause was due to the fact that the grain grown by 
a farmer in the West was expected to clean up his indebtedness at har- 
vest time or shortly afterward. This condition worked a hardship on 
the farmer, who sometimes had to throw his crop on the market regard- 
less of prices, instead of having an opportunity to await normal condi- 
a tions. The volume of sales in the fall was supposed, moreover, to depress 
Be prices and adds to the confusion and congestion on the railways. The 
farmer is now in a position to offer the security of a staple article, and 
can borrow enough on his crop to pay off his indebtedness. 


INSURANCE COMPANIES 
LOANS ON POLICIES 


The length of time during which loans on insurance policies run varies 
i "greatly. ‘Some may run until the policy is terminated by the death of the 
insured, others are settled by the surrender of the policy and some are paid off 
n shorter or longer periods. 


epi ce 
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TABLE IL-TRUST AND LOAN COMPANIES 
LraniittEs 10 SHAREROLDERS AND Divipenps Pap * 
Reserve C 
Capital fund and : —— 
— paid up |contingency] Total |On te 
reserve 
$ $ $ 
Loan Companies: se 
1K}! es ee ee GREER ed i Mi) a aN 37,792,214 | 38,526,291 | 76,318,505 
POBO 2 ok ee oS BERT Raed ee Op 36, 746,925 | 23,655,133 | 60,402,058 | 
OG here CR TRe eGR ie Lee ct 35, 781,158 | 23,815,019 | 59,596, 177 
Trust Companies 3) 
DON ey a ee Dein gr 2 A ee 24,897,093 | 18,897,011 | 43,794,104 
POGOe Res er LR Ee ed 26,339,156 | 19,933,459 | 46,272,615 
LOST: Sees cee aap Re area eee eee ear 26,761,596 | 19,592,335 | 46,353,931 


TABLE II—BANK LIABILITIES TO SHAREHOLDERS AND RATE OF DIVIDEND PAID, S 


DECEMBER 31, 1929 TO DECEMBER 31, 1931 


Rest Capital — 
Bank Year ending Capital | or Reserve plus 
(Paid up) Fund Reserve 
$ $ $ 
Bank of Montreal-.).4-0 4: saes. one Dec. 31, 1929..| 36,000,000 | 38,000,000 | 74,000, 000 
“31, 1930. .} 36,000,000 |} 38,000,000 | 74,000,000 
“31, 1931..} 36,000,000 | 38,000,000 | 74,000, 000 
Bank of Nova Scotia................| “ 81, 1929..} 10,000,000 | 20,000,000 | 30,000,000 
“31, 1930..} 12,000,000 | 24,000,000 | 36,000,000 
“31, 1931..} 12,000,000 | 24,000,000 | 36,000,000 
Bank of Rorenippsck: to. eee oO 1929. + 26,000 (000 9,000,000 | 15,000,000 
"31,1980... 6, 0005000 9,000,000 | 15,000,000 
(ola 10 lao a0003000 9,000,000 | 15,000,000 
Banque Provinciale du Canada..... . “31, 1929..; 4,000,000 1,500,000 | 5,500,000 
«31, 1930..} 4,000,000 1,500,000 | 5,500,000 
Pole 193% al 4 000-000 1,500, 000 5, 500, 000 
Canadian Bank of Commerce........ ol’, 1929:-| 29) 881 570129; 881. 570 | 59,763,140 
“31, 1930..} 30,000,000 | 30,000,000 | 60,000,000 
; «ol, 1931.21 30,000,000 30, 000,000 60, 000, 000 
Royal: Bank of Canada... 03 «31, 1929. .| 35,000,000 | 35,000,000 | 70,000,000 
“ 31, 1930..| 35,000,000 | 35,000,000 | 70,000,000 
“31, 1931..| 35,000,000 | 35,000,000 | 70,000,000 
Dominion Bank. ../.5.2. 2.0 | Bl, 1929.2 6;996) 030; |= 8; 996-030 |. 15-092. 0nd 
“31, 1930..} 7,000,000 | 9,000,000 | 16,000,000 
31, 1931.) 7,000; 000 9,000,000 | 16,000,000 
Banque Canadienne Nationale.......| “ 31, 1929..] 6,999,190 | 7,000,000 | 13,999,190 
fal, 193023327 000;000 7,000,000 | 14,000,000 
SP Silas 95 1s tata (OOO R000 7,000,000 | 14,000,000 
Imperial Bank of Canada............ “31, 1929..| 7,000,000 | 8,000,000 | 15,000,000 
«31, 1930..| 7,000,000 | 8,000,000 | 15,000,000 
“31, 1931..| 7,000,000 | 8,000,000 | 15,000,000 
Weyburn securitysbankas 2267-2 |e ervol a loos. 524,560 250, 000 774,560 
Sea 1980n: 524, 560 225, 000 149) 560s eae 
melee Gols x x4 x 
Barclay’s Bank (Canada). 2 2. So ede 19208 500, 000 500,000 } 1,000,000 }....... 
oy tole Oa0ne 500, 000 500, 000 1,000, 000si-22— 
fh Ste? 1Oateas 500, 000 500,000 | 1,000,000 |..... 


xAbsorbed by Imperial Bank of Canada May 1, 1931. 
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RANDUM SHOWING RATES OF INTEREST PAID FROM 1917 TO. 1932 
_ ON CURRENCY AND STERLING DEBENTURES 


Year Currency Sterling 
WPS een, Le iia EASED C5 cle POY A VT a a 5% 53% 
ee ee Se es 5h Sees 
AE aR © TE SOR AG 8 COIS ect ae 53 53-53 and 5 for N.M. 
et 54 56% 
een Verner ee eS Wh ie, Fs 
Oe eee ee 5i 515% 
ee eee ee ee! 5h 5% 
Me rar eT eye BUS ae LN a ies 52 5% and 43 for N.M. 
ee a ERR Ch doe) eee: 53-85% 5% 
ee ee 5% 5% 
5S EA CAS TaN GA Oe ed mn Dy 5% 
en ee A 3 43-5% 
wide ge EY GMI a fant eee a ern ae DG 5% 
2g Sa 8 Re Sarin ween She aetna ONS Reis oR Ciba atic Ones Ree Reet 0 5% 
AOS ae Raho re Ne cr eee eke totes rs 3-5] 5%-42 
ee ee hoe ie Se UN oe A ade 2 5%-43 and 43 for N.N. 
N.B. Currency: Cost for Commission in 1932 amounted to -043%. Percentage for interest, commis- 


nd charges in 1932 to average debentures—5-02%. 


at 
& 


Sterling: Cost for commission, agents’ charges, bank charges in 1932 amounted to -332%. Per-— 
centages for interest, commission and charges in 1932 to average debentures—5- 28%. 


SESSION 1932-33 
HOUSE OF COMMONS 


SELECT STANDING COMMITTEE 


ON 


BANKING AND COMMERCE 


MINUTES OF PROCEEDINGS AND EVIDENCE 


No. 6 


FRIDAY, MAY 12, 1933 


- Containing Report to House respecting Debts and Interest 
; Rates 


OTTAWA 
J. O. PATENAUDE, ACTING KING’S PRINTER 
' 1933 


MINUTES OF PROCEEDINGS 
Fripay, May 12, 1933. 


fs Lhe. Select Standing Committee on Banking and Commerce met at 10.30 
- a.m. Mr. Matthews, the Chairman, presided. 

Members present: Messrs. Arthurs, Chaplin, Euler, Fafard, Geary, Harris, 
MacMillan (Saskatoon), Matthews, Morand, Perley (Qu’Appelle), Robinson, 
Smoke, Speakman, Spencer, Stanley. 


The Chairman read a communication, dated May 8, 1933, from Hon. Mr. 
- Cahan, Secretary of State, together with an enclosure from the Assistant Pro- 
__-vincial Secretary of the Province supplying answers to questions prepared by the 

_ sub-committee of the Committee re debts and interest rates within Canada. 
(See Minutes of Evidence of this day). 


The Chairman presented and read a draft report. ° 


ere The Chairman’s draft report was discussed and, on motion of Mr. Morand, 
i it was ‘ 


- Resolved,—That the said draft report be adopted as the report of the Com- 
- mittee for submission to the House. 


Fins 


t 
The Committee adjourned to meet at the call of the Chair. 


JOEN, EoD UN; 
Clerk of the Committee. 


f 
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MINUTES OF EVIDENCE 


THE SECRETARY OF STATE OF CANADA 


i Ottawa, May 8, 1933. 


‘2 Dear Mr. MatrHews,—With further reference to your letter of the 8th of 
March, I am sending you herewith a copy of a memorandum which has been 
_ transmitted to me by the Assistant Provincial Secretary of the Province of 
Quebec, in answer to the questions prepared by a sub-committee of the Com- 
aoa on Banking and Commerce, concerning debts and interest rates within 
Canada. 


Yours very truly, 


C. H. CAHAN, 


Secretary of State. 

R. C. Marruews, Esq., M.P., 
House of Commons, 
Ottawa, Ontario. 


DEPARTMENT OF THE ATTORNEY GENERAL 
Qursec, May 5, 1933. 


MeMoRANDUM on the questions submitted by a sub-committee of the Select 
Standing Committee of the House of Commons on Banking and Com- 
merce, as to the powers of the Dominion Parliament respecting ‘“Inter- 
est,” said memorandum approved by the Attorney General of Quebec. 


1. Has the Dominion Parliament the power to fix a maximum rate of inter- 
est which may be charged on loans, et cetera, made by corporations created by 
- Dominion statute or letters patent where 


(a) such corporations were previously incorporated: 
(6) such corporations are to be incorporated? 


Answer: 1. (a) Yes. 
(b) Yes. 


Because of the exclusive power conferred upon the Government of Canada 
by No. 19 (Interest) of section 91 of the British North America Act, 1867. 


2. Has the Dominion Parliament any power to prescribe the maximum rate 
of interest chargeable on loans generally made by 


- (a) persons; 
(6) corporations created by statute or letters patent other than federal? 


ANSWER: 2. (a) Yes. 
(b) Yes. 


For the same reason. 


Ra Hed bi ; 2 i i a ‘; 
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3. Has the Dominion Parliament the power ‘ 
(a) to fix; 


(b) to alter : : 
rates of interest in respect of bills of exchange and promissory notes? 


Answer: 3. (a) Yes. 
(b) Yes. 


For the same reason. ° 


at (a) Has the Dominion Parliament power to enforce reduction of prin- — 


cipal of debt in respect of loans made 


i. by corporations incorporated under jurisdiction of the Dominion Par- 
hament; 


ii. by corporations created by other jurisdictions; 
il. by individuals? 


ANSwER: 4. (a) i. No. 
ii. No. 
ii. No. 
Because exclusive power is given to the provinces by No. 13 over “ Property 


and Civil Rights in the Province.” 
All corporations within a province are subject to the civil laws obtaining in 


it however and wherever they may have been incorporated; and all individuals 


are subject to the same civil laws in the province whatever may have been their 
origin. 
4. (b) If necessary for the deenminerin of the above questions, is any 
differentation to be made between loans 
i. secured upon real property; 


ll. secured upon personal property ; 
ii. without security? 


Answer: No differentiation is to be made. 


CHARLES LANCTOT, 
Deputy Attorney General. 


iw 
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REPORTS OF THE COMMITTEE 


SOO REPORT 


The Select Standing Committee on Banking and Commerce beg leave to 
present the following as a Sixth Report:— 


On Monday, 6th February, 1933, the following Order of Reference issued 
from the House, viz:— 


Ordered,—That the following Proposed Resolution be referred to the Select 
Standing Committee on Banking and Commerce:— 

Whereas the question of public and private indebtedness has become one 
of our greatest and most perplexing problems, enhanced during the past years 
by the extremely low price level of all primary commodities, through which this 
indebtedness must be in large part met and the effect of which has been to 
double and treble the actual burden of these liabilities; and, 


Whereas this fact has been recognized in respect of certain international 
obligations, and has become a practical issue in respect of the public obligations 
of many countries; and, 


Whereas no such recognition has as yet been given to the heavy private 
indebtedness within this country, although these, together with the high interest 
rates which prevail, constitute just as heavy and impossible a burden to the 
individual, as do national and international obligations to the countries con- 
cerned; and 


Whereas this situation is one of the greatest factors in the present economic 
depression, and is one of the greatest barriers to the financial recovery of agri- 
culture and industry, and as such, deserves and commands the immediate 
attention of this parliament; 


Therefore be it Resolved,—That, in the opinion of this House, the Govern- 
ment should give serious and immediate attention to the question of debts and 
interest rates within this country, and the possibility of their reduction, either 
by way of direct action, or by the submission of the entire problem to the Select 
Standing Committee on Banking and Commerce, in order that the subject may 
be fully enquired into, and if possible, some solution found. 


Attest. 


ARTHUR BEAUCHESNE, 
Clerk of the House. 


In view of the general terms in which the resolution is expressed, the sponsor 
was asked to prepare a momorandum indicating more specifically the ground he 
would suggest the Committee endeavour to cover. This was done, and the 
memorandum may be found on Page 3A of the printed evidence. 


The Committee accepted the task set before it, but to obtain the informa- 
tion outlined to the Committee by the proposer of the resolution, was an under- 
taking that in part was incapable of fulfilment. For example, a comprehensive 
answer to the question asking for a general classification of the wealth level of 
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all lenders of money would require a complete census of the wealth of private 
individuals as well as of corporations. Such a census, in the view of the Com- 
mittee, could not accurately be taken. i 


While the Dominion Statistician was able to supply from existing records 
, a large amount of relevant statistics, additional data are needed which can only 
be obtained by special enquiries for which a period of time covering some weeks 
or even months will be necessary. In view of these facts, this report must 
' necessarily be limited in scope and is not intended to be a complete review of 
the subjects contained in the reference. 


Nevertheless, studies of the material gathered to date reveal tendencies 
upon which certain conclusions may be based. These are developed in the 
paragraphs which follow:— 


I. Pusiic Dest—Dominion oF CANADA 


(a) Debt Outstanding. 


The total of unmatured funded debt of the Dominion on March 31, 1933, 
was $2,715,910,607. From this amount should be deducted sinking funds of 
$66,001,724, leaving the net funded debt at $2,649,908,883. 


(b) Interest Rate. 


Interest. payable on this total was $127,239,499, or an average rate of 4-68 
per cent. On specific bond issues the rate varies from 24 per cent on the loan 
of $4,888,186 made in London in 1897, due in 1947, to 54 per cent payable on 
Victory Loans maturing in 1933, 1934 and 1937. 


Evidence presented to the Committee indicates a downward tendency in 
interest rates in recent years. The yield on typical Dominion Government bonds 
used by the Bureau of Statistics in their index of long term interest rates, which 
was as high as 54 per cent in 1922, was down to a rate of 44 per cent in 1933. 
This cheapening of the cost of money is reflected in the current interest rates, 
which have been paid on various classes of debts. The average rate of interest 
paid on Dominion Government funded debt was 5-20 per cent in 1922, and in 
1932 was 4-97 per cent. The current rate, due to the effect of conversion loans, 
is 4-68 per cent. 


Since the Committee began its sittings, the rate of interest on savings 
| deposits in banks has been reduced from 3 per cent to 24 per cent, in loan and 
_ trust companies from 4 per cent to 34 per cent, in the Post Office from 3 per 
cent to 24 per cent, and in the Province of Ontario Savings Office from 3 per 
cent to 24 per cent. 


(c) Sinking Funds. 


Sinking funds are applicable only to sterling bonds issued in London, of a 
par value of $254,000,000. The amount presently held in the sinking fund 
represents about one-quarter of the outstanding principal of the issues to which 
the sinking fund applies. With respect to other issues, retirements have been 
made from yearly surpluses from time to time, but no definite program of debt 
retirement has been laid down in the past. 


Recommendations re Public Debt. 


1. The Committee highly recommends the conversion of outstanding obliga- 
tions from a higher to a lower rate of interest when the state of the money 
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market warrants its. The conversion loan of 1931 is an example of the benefits 
of this practice, as shown by the following table:— 


CONVERSION LOAN, 1931 


Maturity Annual 


Description of Loan Converted Amount Interest Rate of Conver- | Saving in 
Converted Old New sion Issue Interest 
$ per cent | per cent : $ 

Second War Loan 1916-31................ 38, 625, 700 5 43 1956 193,128 
Renewal osm l ORO Owe sone oss iia. 37,523, 200 53 4% 1957 375, 232 
Victory MOAT OTS satin te roth 276,688, 100 54) 43 1958 2,766,881 
aetory, oan 1910-340 .8 Yolo 285,772,300 54 43 1959 2,857, 723 
CV onelec seaweed GOS OOOS SOO ere i pake. cotta Gen tonse erected sontheial aie are Aree 6,192,964 


The annual saving of interest is shown to be $6,192,964. 


In pointing out that bonds maturing within a short time should be con- 
verted to lower rates of interest as soon as it can be done, the Committee calls 
attention to the possibilities as shown in the following figures:— 

There are outstanding Victory Loans maturing in 1933 and bearing 
54 per cent interest, $169,971,850. 

Victory Loans maturing in 1934 and bearing 54 per cent interest, 
$226,138,350. 


The conversion of these 54 per cent securities presently falling due affords an 
opportunity of further reducing the burden of fixed charges. If they were con- 
verted to a 44 per cent coupon the saving per annum in interest would be 
$3,961,102. If the rate of interest were 4 per cent, the saving would be 
$5,941,653. 

The Committee expresses the hope that a coupon rate not exceeding 4 per 
cent may be used. Any discount on the sale of the bonds could be absorbed 
by amortization. 


2. A general amortization or debt retirement plan should be put into effect 
as soon as finances permit, and the annual payment to effect this end should 
be budgeted for each year. The adoption of this plan would ensure an orderly 
retirement of the existing debt within a definite period. 

The Committee particularly draw attention to the fact that after the heavy 
refundings that will be necessary up to and including 1937, there follows a period 
of twenty years in which the maturities in any one year are not so large as to 
“involve major borrowing operations. 


3. Future long term bond issues should either 

(a) have sinking fund provisions; or 

(6) have their maturity dates arranged, in so far as practicable, to con- 
form with the suggested plan of annual debt retirement. 


In good times, when revenues are buoyant and no bonds maturing, the 
pressure for increased capital expenditure throughout the country is almost 
irresistible. When maturities are coming due, the Minister of Finance must 
provide for them. Hence the desirability of regularity of maturities. 


4. Long term issues should, when possible, have callable provisions so that 
in times of low interest rates advantage may be taken to re-finance. 

If and when these recommendations are adopted, the whole debt structure 
of the Dominion of Canada will be on a retirement basis that will tend to safe- 
guard and indeed improve the credit of the country. 
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We are of opinion that an emphasis on the integrity of our national obliga- 
tions will reaffirm to our own people and to the world that in trustworthiness and 
quality we stand for the honour of our bargains, whether convenient or not. 

The following table summarizes the situation as regards public debt in the 
Dominion, its provinces and municipalities, and the funded debt of corpora- 


t1ons:— 


PUBLIC DEBT OF CANADA, ITS PROVINCES AND MUNICIPALITIES, FUNDED DEBT 
OF CORPORATIONS, TOGETHER WITH INTEREST PAYMENTS 


(Latest Available Figures) 


— Amount Interest Average 
Rate 
$ $ per cent 
Net Debt of Canada March 31st, 1933, (preliminary) (1)... . 2,599,089,000) 121,637,365 4- 
Bonds guaranteed by the Dominion of Canada as to principal 
and interest, and interest only March 31st, 1933, (2).... 996, 148, 354 45,356, 904 4-55 
Gross Direct Liabilities of Provinces, fiscal years ending in 
LEY CD Unni uM rennet a Ra ane yin 1,363,382, 464 62,715, 593 4-6 
Indirect Liabilities of Provinces, fiscal years ending in 1932 
Se era Nese Sen EC MRCS ROP Ao oa eg Suias | 215,977,011 9,071,034 4-2 
Grand Total Direct Liabilities of all Canadian Municipalities 
Dee. 31st, 1931 (5) ' 1,584, 000, 000 77,616, 000 4-9 
Corporations— 
earl wayish (G) eas x. sone i aeabe ste ep ete ne 919, 000, 000 40,897,000 4-45 
Other Corporations (7) 1,178,000, 000 64, 672, 000 5-49 
8, 855, 596, 829 421,965, 896 4-77 


(1) Funded debt was $2,715,910,607 with interest charges of $127,239,499. 
The net debt figure is used in preference to that for gross debt ($2,990,315,000) because 


certain items in the gross debt are offset by active assets ($391,226,000), 


part cash assets and interest bearing assets. 
which should appear among Provincial debts. 
debt also there would be duplication. 
because the latter would include money 
Provinces. 

(2) Bonds guaranteed by the Dominion. 


which are in large 
Among the active assets are loans to Provinces 
If they were included in Dominion Government 
Net debt figures are used in preference to funded debt 
raised and put into active assets, such as loans to 


Of these, interest only is guaranteed on principal 


amounting to $216,000,000. Principal and interest are guaranteed for the remaining $780,148,354. 
(3) The largest item in Provincial public debt is the bonded debt which totals $1,148,451,597. 
In addition there were treasury bills amounting to $103,707,602, bank loans, savings deposits, etc. 
(4) Indirect liabilities of the Provinces include guarantees of railw. ay, hydro-electric, muni- 


cipal obligations, ete. 


(5) This figure includes the total liabilities of all municipalities in six provinces and the 
The amount given is, 
therefore, the lowest at which the aggregate direct liabilities of Canadian municipalities can 


bonded debt of the others (the total liabilities not being available). 


be placed. 


(6) Only the unguaranteed portion of Canadian National bonded indebtedness is included 
here, the guaranteed debt being included in the second item of the table. 
(7) Other corporations include industrial, financial, peacoat 


public and railways. 


Il. Municrpau DEsr 


ete.; in fact, all except 


The gross debenture debt of municipalities numbering over 4,200, by prov- 


inces, 
Province 

Albertas  eacis 
British Colenbias 
Manitoba. . 
Ontario. . 
Nova Scotia. . 
New Brunswick. . Hs ae 
Prince Edward Island 1 (a Me 
Quebec. . ae 
Saskatchewan. : 


Wace eamtmm an ere EE CCU clas 
(a) 1930. 


as at December 31, 1931, was as follows:— 


Bonded Debt 


$ 


78,679,570 
129,913,890 


116,864,937 


499,002,074 
31,386,025 
21,477,521 

1,863,211 

362,132,334 

47,488,595 


$ 1,288,808,157 
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Other liabilities, consisting of temporary loans and overdrafts on banks, 
accounts payable and miscellaneous floating liabilities, amount to $295,223,318. 


Interest payments on municipal bonded debt average 4:9 per cent or on 
the total shown in the table above, $63,151,599. 


¢ IJ. Private Dest 


While the figures for public debt can be obtained with approximate com- 
pleteness, those for private indebtedness can only partially cover the field. 
Figures for bank loans are a matter of monthly record and were submitted to 
the Committee. 


Concerning mortgages, definite information is obtainable for only a portion 
of the field. In the census of 1931, a question regarding mortgages was included 
in the farm schedule. As a result of this investigation it was ascertained that 
out of a total of 654,297 owned and partly owned farms in the Dominion, 
244,201 were mortgaged to the extent of $677,564,100. It should be pointed out 
that these figures refer only to the debt secured by a mortgage or by an 
equivalent legal instrument on lands and buildings. Details may be found in 
the evidence. These figures apply also only to “owned” farms. It is estimated 
that urban mortgages held by corporate lenders amount to about $765,000,000. 


No attempt has been made to compile information on debts of private 
individuals which may have been contracted in various ways, because of lack 
of available data. 


IV. BanxK INTEREST 


Rates of bank interest and discount are not available by provinces but 
average rates for the Dominion as a whole are known. Average interest rates 
on loans, including call loans, show declines from 1930 to 1932. 


MAXIMUM AND MINIMUM AVERAGE INTEREST AND DISCOUNT RATES CHARGED 
BY ALL BANKS ON LOANS OR ADVANCES IN CANADA DURING THE YEARS 1930, 
1931 AND 1932. 


Average Interest Average Discount 


Maximum*) Minimum* | Maximum* | Minimum* 


" per cent per cent per cent per cent 
TBAND Oe SSDI AY SES SaaS an RRO ata a Were 6-43 6-29 6-99 6-86 
HES Loe ci ae eB eee RAE NU CA cg ac Qe 6-39 6-05 6:80 6-66 
eae NN Mn cen aU Sk WN oak Ge 6-18 6-03 6-81 6-67 


N.B.—These average rates include call loan transactions on which for some years past the prevalent 
interest rate had been 6 per cent. 

*Hach bank reports quarterly its maximum and minimum rates. The averages shown above are the 
averages of four quarterly periods and of all banks. 


vy. Morteats Rares or INTEREST 


Considerable data were secured by the Dominion Bureau of Statistics from 
the Dominion Mortgage and Investments Association, and from some individual 
mortgage companies relating to interest charged on mortgages. Average rates 
were obtained from 57 companies, which show current rates ranging from 6 per 
cent to 8 per cent in all provinces except Quebec, where slightly lower rates 
were reported. One large company furnished records showing that the average 
rate on new rural and urban mortgages for the Dominion declined from 8-35 
per cent in 1921 to 6-84 per cent in 1931. On renewals the rate fell from 8-17 
per cent in 1921 to 6-90 per cent in 1931. 


SELATAN RUN RE RENT WoT TROY 3) PY Me 
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In general, it may be concluded in the cases of the figures supplied that 
mortgage rates have declined throughout the Dominion in recent years on both 
new mortgages and renewals. 


Nevertheless, these conclusions should only be taken as tentative, because 
they are based on returns from corporate lenders only. No data are available 
yet from private lenders or from mortgagors themselves. Statistical enquiries 
should be instituted to secure information from these sources to round out the 


case presented by the mortgage companies. 


VI. SUPPLEMENTARY INFORMATION REQUIRED 


On several other subjects which came to the attention of the Committee, 
partial information was furnished by the Dominion Bureau of Statistics, but 
it is felt that the data thus far brought together are insufficient upon which to 
base definite conclusions, and that an all-round enlargement in the Bureau’s 
organization of financial statistics should be instituted. In particular, in addi- 
tion to the supplementary information required on mortgage rates (which has 
already been mentioned) the Committee recommend that the Dominion Bureau 
of Statistics be authorized to obtam the following:— 


Data on fees and charges to which mortgagors are subjected when taking 
out new mortgages or renewing old ones. Very meagre information is available 
on this subject, but enquiries are already under way in the Bureau of Statistics. 


Data on the cost of money to loaning bodies are required so as to get some 
idea of the spread between actual costs and loaning rates. Only partial informa- 
tion is now available. 


Data on arrears of interest payments and on the amount of principal and 
interest written off by mortgage companies. 


/ VII. JURISDICTION OF PARLIAMENT 


The following questions respecting the jurisdiction of Parliament to legis- 
late on the subject of interest and loans were submitted to the Deputy Minister 
of Justice, the Deputy Minister of Finance and the Attorneys General of the 
various provinces (pp. ix and x):— 


1. Has the Dominion Parliament the power to fix a maximum rate of 
interest which may be charged on loans, et cetera, granted by corporations 
created by Dominion statute or letters patent where such corporations were 


(a) previously. incorporated; 
(b) to be incorporated?. 


2. Has the Dominion Parliament any power to prescribe the maximum rate 


of interest chargeable on loans generally made by 
(a) persons, 
(b) corporations created by statute or letters patent other than 
Dominion? 


3. Has the Dominion Parliament the power 
(a) to fix; 
(b) to alter 
rates of interest in respect of bills of exchange and promissory notes? 
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4. (a) Has the Dominion Parliament power to enforce reduction of prin- 

cipal of debt in respect of loans made 

i. by corporations incorporated under jurisdiction of the Dominion 
Parliament; 


ii. by corporations incorporated under other jurisdictions; 
ili. by individuals? 


(b) If necessary for the determination of the above questions, is any differ- 
entiation to be made between loans 


1. secured upon real property; 
il. secured upon personal property; 
i. without security? 


Answer to these questions were made by the Department of Justice and 
the Attorneys General of Nova Scotia, British Columbia, New Brunswick, 
Manitoba and Quebec. These answers appear in the Minutes of Proceedings 
and Evidence as follows:— 


Department of Justice, pp. 43 to 48; 
A.-G. of Nova Scotia, p. 49; 

G. of British Columbia, pp. 65-66; 
G. of New Brunswick, p. 187; 

-G. of Manitoba, pp. 188 to 190; 
G. of Quebec, pp. 199-200. 


The answers’ may be summarized as follows:— 
Questions 1 (a) and (b)—all answers were in the affirmative. 


Questions 2 (a) and (b)—all answers were in the affirmative. The A.-G. 
of British Columbia, however, said that:— 


so far as corporations other than federal are concerned, the Dominion 
perhaps could not interfere with a contract made with a foreign company 
outside Canada though the party liable for the interest might reside 
within Canada. 


Questions 3 (a) and (b)—all answers were in the affirmative. 


Questions 4 (a), 1, ii, iii—all answers, with the exception of that of Mani- 
_toba, were in the negative, the Department of Justice excepting, however, bank 
loans. The A.-G. of Manitoba said that it was difficult to give a satisfactory 
answer but stated that in the case of legislation arising out of what might be 
termed a national emergency, or legislation which could be classed as relating 
to banking, incorporation of banks, the issue of paper money, bills of exchange 
and promissory notes, bankruptcy and insolvency, the answer would be in the 
affirmative. He further stated that in the case of a debtor who resides in one 
province and the creditor outside the said province, the legislature of the prov- 
ince of the debtor could not validly legislate in derogation of a civil right exist- 
ing and enforceable outside the province. 


Questions 4 (b) i, ii, iii—all answers, except in the case of Manitoba, were 
in the negative. The ‘A.-G. of Manitoba did not answer this question expressly, 
but it would appear by implication that his answer would have been in the 
negative. J 
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GENERAL 


It is hardly necessary to point out that obligations, both public and private, 
undertaken when the general price level was much higher, present a serious 
problem under economic conditions presently prevailing. This is particularly 
true of Canada, in which within a comparatively short period, heavy obligations 
have been assumed for capital investments in plant, equipment and transporta- 
tion facilities connected with the development of our natural resources and the 
expansion of the productive capacity of the country. 


In so far as public debts are concerned, we believe that the most desirable 
course to be pursued lies in the direction of means that may be taken to cheapen 
money, and other measures, including international co-operation, designed to 
lay the foundation for a rise in the general price level and a restoration of world 
confidence and trade. 


Within the country, the balancing of governmental budgets and the con- 
version of maturing debts at lower interest rates will be a constructive influence. 
Measures which will tend to relieve the burden of fixed public debts will of 
course also operate with similar effect in the field of private debts. 


The Committee believes that the reduction in interest rates on bank 
deposits recently achieved with the co-operation of the government is a con- 


structive step, and it is to be hoped, a forerunner of more important action 


which Canada may be enabled to take in the international sphere as a par- 
ticipant in the World Economic and Monetary Conference. 


A printed copy of the evidence taken is tabled with this report. 


(For Minutes of Proceedings, etc., accompanying said Report, see Appendix to 
the Journals, No. 2) 
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